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TASKS FOR THE SYDNEY 
CONFERENCE 


CLOUDED OUTLOOK FOR THE RESERVES 
By A. R. Conan 


AUSTRALIA IN THE STERLING AREA 





AMERICA: MORE ABUNDANCE OR LESS? 


By J. E. Hartshorn 


* "TAKE-OVERS ” AND THE CITY 
THE CASE FOR FREEDOM-—By Harold Cowen 


SOME LEGAL ASPECTS—By Spencer G. Maurice 








BAYERISCHE (Raes% STAATSBANK 


ESTABLISHED 1780 


1 KARDINAL FAULHABERSTR., MUNICH 
ALL BANKING TRANSACTIONS 
BRANCHES IN ALL IMPORTANT BAVARIAN TOWNS 


Teletype-Nr.: 06/3554, 06/3874, foreign exchange office 06/3987 
Cables: ‘‘ Staatsbank ”’ 
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ASSETS 203,000,000 


LIQUID 


nenane £38,000,000 


RESERVES £10,000,000 
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x 
; PP] Home Safes Foster 
*| regular Deposits 





x 

. There’s many a slip between With yournameand house mark 
x weekly wage packets and the embossed on the _§ attractive 
a bank. A PPJ Home Safefosters leather-cloth cover, these mod- 
x immediate putting-by of small- ern savings-boxes are also an 
x amounts to be paid in at the _ excellent advertising medium. 
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© convenience later. They are strong and durable,with 
Leading financial institutions, aslot for coins and an aperture 
the world over, use PPJ Safes. fornotes. In fivecover patterns. 


PEARSON - PAGE-JEWSBURY-Co., Ltd. Samples and priees 
will be sent gladly 


(Dept. 12) Westwood Works, Witton, Birmingham, 6 on request. SS fF ERP: 

















aes O sO SUA RRSORESTS ES PRR ES OSA ADA RRNA Renee 
BRADBURY, WILKINSON & CO. LTD. 


DESIGNERS, ENGRAVERS & PRINTERS 
of 
BANK NOTES, POSTAGE STAMPS, 
BONDS, SHARE WARRANTS, 
CERTIFICATES, CHEQUES, 
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and 
ALL DOCUMENTS OF SECURITY 
e0e0o___—_ 
HEAD OFFICE & WORKS: LONDON OFFICE: 
NEW MALDEN, SURREY 20 COLEMAN STREET, E.C.2 
TELEPHONE: WIMbledon 0033-4-5-6 TELEPHONE: MONARCH 7531-2 
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The tradition of the 


DRESDNER BANK 


is carried on by 
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3 * 
© MONTE DEI PASCHI DI SIENA Be 
A BANKING INSTITUTION OPERATING UNDER CHARTER IN THE PUBLIC INTEREST ‘nt 
© Established in 1624 ea, 
© ® 
« ® 
* Reserves: Lit.1.131.301.069 4 
3 > 
~ Head Office: SIENA 
& ® 
* 274 Branches in Italy 4 
; ; 

Equipped to handle all banking transactions in Italy and Abroad. 

e\ quipped ¢t gt t taly 7 
© ® 
«> Correspondents throughout the World e; 
© » 
99999999999999993939999993999939393S 








THE INDIAN BANK LIMITED 


(Incorporated in India in 1907) 


Head Office 
NORTH BEACH ROAD, MADRAS, INDIA 


Authorised Capital bi .. Rs. 1,00,00,000 
Subscribed Capital _.... .. Rs. 72,00,000 
Paid-Up Capital i .. Rs. 57,55,865 
Reserve Fund... - .. Rs. 64,50,000 


Indian and Foreign Banking Business of every Description Transacted. Over 
80 Branches in INDIA, CEYLON and MALAYA. Correspondents throughout 
the World. 





















You'll be glad it’s 


There 1s a wide range of specially 

designed G.E.C. fluorescent fittings for every 
trade and industry. Simple to fit. 

Snap-action dismantling for quick, easy one-man 
maintenance. Consult your local contractor 


for best type of G.E.C. fitting ... with of course Osram tubes. 


@ The General Electric Co Ltd, Magnet House, Kingsway, London WC2 








BANCO ATLANTIDA 


(ESTABLISHED 1913) 


Head Office: LA CEIBA, Republic of Honduras, C.A. 
Branches: TEGUCIGALPA, SAN PEDRO SULA, PUERTO CORTES, TELA 
ACCOUNTS AT JUNE 30th, 1953 











ASSETS LIABILITIES 
Cash... . L.2,220,995.73 Capital and Reserves .. L.4,000,000.00 
With Foreign Banks. . 2,685 ,354.48 2 
With Central Bank ....  6,349,788.49 Undivided Proiits......  3,500,096.51 
Clearings . < 104,930.13 EE cau. xe d0egen 39,328.30 
Stocks, Bonds, ee or Ry ype ee 
ED ie Gal cus orice 55, é 2 ’ 
on FAAS lal ada 1'409.707.38 Other Liabilities Saree ,261,784.80 
L.30,958,091.34 L.30,958,091.34 
OEE) Si APR ALD PS LM TILE LE STAT RTL EN 
(L.1.00 Lempira U.S. $ 0.50) 
Overseas enquiries welcomed—trade information available on request. Carmelo D’ Antoni, President 








BANCA TOSCANA 


ESTABLISHED 1904 
HEAD OFFICE : FLORENCE 
142 BRANCHES THROUGHOUT TUSCANY 
e 
Capital Lit.300,000,000 Reserves Lit.125,500,000 


+ 
EVERY KIND OF BANKING BUSINESS TRANSACTED 




























































































\ — — Y | 
Y | 
THE BANK \ 
y 
OF BARODA LTD. \ 
cordially invites Manufacturers and \ | . . 
Merchants interested in trading with _| For an International Banking 
India to correspond with its Foreign ‘ 
Exchange Departments, and offers ty and 
the services of \ | 
vA | Financial Service 
OVER \ 
\ 
FOREIGN BANKING BUSINESS OF | 
EVERY DESCRIPTION TRANSACTED ) 
EXECUTORSHIPS AND \ 
TRUSTEESHIPS ACCEPTED \ 
Capital Subscribed - Rs.20,000,000 \ 
Capital Paid-up - - Rs.10,000,000 Y BROWN, 
Reserves- - - - - Rs.12,800,000 ( SHIPLEY 
Head Office: BARODA ’ HEAD OFFICE . We RAO AL) WEST END 
\ Bombay Office: Apollo Street, Fort ’ founders Court, ISLS oA 
\ MATHEW S. D’SOUZA, \ Telephone: S.W.I 
\ General Manager ’ ri tines) - ‘a WHitehall 772) 
Denies @e 4D 40 A048 48 478 208 72 78 Je Ze DS 




















BANCO DI ROMA 


HEAD OFFICE: ROME 
PAID UP CAPITAL AND RESERVE 
LIT. 2,000,000,000 
OVER 200 BRANCHES IN ITALY 


& 

Branches Abroad: 
TURKEY: ISTANBUL, IZMIR 
LEBANON: BEIRUT, TRIPOLI 
ERITREA: ASMARA, MASSAUA 

LIBYA: TRIPOLI 


SOMALILAND: MOGADISCIO, MERCA | Ty7 T 
| } } | | 
, | LOMBARD BANKING 





Representative Offices: | LIMITED 
LONDON, FRANKFORT-ON-THE-MAIN, | 
NEW YORK, BUENOS AIRES | BAN KERS 
© LOMBARD HOUSE 
Foreign Affiliated Banks: 
BANCO DI ROMA (FRANCE): PARIS, LYONS, | Aldford Street 


MONTE CARLO 


BANCO DI ROMA PER LA SVIZZERA: LUGANO, 
CHIASSO 


BANCO DI ROMA (BELGIQUE): BRUSSELS | | 
BANCO ITALO-EGIZIANO: ALEXANDRIA, CAIRO 


Branches & Agents throughout the U.K. 
CORRESPONDENTS ALL OVER THE WORLD 


PARK LANE 
LONDON, W.1 
Grosvenor 6211 (10 lines) 
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tie the discriminating Investor hia 


BURNLEY 


BUILDING e SOCIETY 


Head Office - GRIMSHAW STREET - BURNLEY 
London Office - 102-3 HIGH HOLBORN °- W:C'| 


ee ASSETS EXCEED £37:000:-:000 cS) 
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RIE OWI AS Se 


OSLO, NORWAY — TELEGRAMS: KREDITKASSEN 





























offers complete banking 


service for your business in 


FINLAND 


Established 1889 Head office 


HELSINKI 


240 Branches throughout Finland 











Telegraphic Address: KANSALLISPANKKI 
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o BANK | TD. 
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Branches in India: 
MADRAS 
AND 
THROUGHOUT 
SOUTH INDIA 


BOMBAY > 
MANDVI 
CALCUTTA 

















MADRAS 
Other Branches: 
Through our Branches in India 
. BANGKOK 
and S.E. Asia, and a world- RANGOON 
wide network of Correspon- COLOMBO 
dents, we can offer to those SINGAPORE 
who trade Overseas PENANG 
A COMPLETE BANKING IPOH 
SERVICE KUALA LUMPUR 
MALACCA 




















ONE 5 Sg RR i ear 
FOR INFORMATION ABOUT CANADA TO-DAY 


consult 


Canada’s Oldest Bank 





Information that really matters to the business 
man — trading trends, market opportunities, 
import-2xport requirements and so on—is pro- 
vided by the Bank of Montreal. Wiih branches 
throughout Canada, and over 130 years’ ex- 
perience of Canadian commercial developments, 
the Bank offers a compiete service. 


MONTREAL 


47 THREADNEEDLE STREET, LONDON, E.C.2 
HEAD OFFICE: MONTREAL 





Over 580 Branches throughout Canada 


Incorporated in Canada in 1817 with Limited Liability 


ASSETS EXCEED $2,000,000,000 





Wrwe> 
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THE MITSUBISHI BANK, LIMITED 


Known as THE CHIYODA BANK, LIMITED from October, 1948 
to June, 1953 


Capital paid-up: Y2,750,000,000 
Head Office: Marunouchi, Tokyo, Japan 
Branches: 155 throughout Japan 
New York Agency: 111. Broadway, New York 6, N.Y., U.S.A. 
London Representative Office: 82 King William Street, London, E.C.4., England 


Cable Address: CHYODABANK 








_ , , , , 
pour favoriser le développement du Commerce et de I’Industrie en France 


ESTABLISHED 1864 
(Incorporated in France with limited liability) 


Head Office: 29 Boulevard Haussmann, PARIS (9e) 
London Office: 105 Old Broad Street, E.C.2 
New York Agency: 60 Wall Street 
Buenos Aires Office: Calle Reconquista 330 
OVER 1,300 BRANCHES IN FRANCE AND IN FRENCH AFRICA 


(Algeria, Tunisia, Morocco, French West Africa, French Equatorial Africa) 
ie SUBSIDIARIES : ih 
SOCIETE FRANCAISE DE BANQUE ET DE DEPOTS 
(Brussels, Antwerp, Charleroi, London) 
SOCIETE GENERALE DE BANQUE 
(Barcelona, Valencia) 


BANCO FRANCO CUBANO 


Havana 
































ASSOCIATED BANK: SOCIETE GENERALE ALSACIENNE DE BANQUE 


(Strasbourg, Metz, Mulhouse, Colmar, etc., Koln, Sarrebriick and Zurich) — 
Represented in Frankfurt and Mainz 


TRAVELLERS CHEQUES IN FRENCH FRANCS ISSUED 
CORRESPONDENTS IN ALL PARTS OF THE WORLD 
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What if Rip Van Winkle 
had been a Canadian ? 


If Rip had taken his nap in the 30’s, he would not recognize the 
industrial Canada of today. Since World War II alone, over 

$3 billion has been invested in manufacturing ; more than 1,500 firms 
producing aircraft, electronics, machinery, machine tools, plastics, 
nylons and many other manufactured products have started in business. 


Imperial Bank has an expanding branch program to serve this 
industrial progress. In Ontario and Quebec, two of Canada’s major 
industrial provinces, Imperial Bank of Canada has a chain of 
branches linked to the many other branches serving the 

industrial, mineral and farming areas in Canada from coast to coast. 
Imperial Bank is, therefore, able to provide up-to-date information 
on Canada’s changing scene. 


LET IMPERIAL BANK KEEP YOU 

UP TO DATE ON CANADA ! 

We invite interested U.K. Banks to investi- 
gate our services as a correspondent bank. 
Write : Imperial Bank of Canada, Head 
Office, Toronto. 


IMPERIAL 


‘the bank that sewice built” 
IMPERIAL BANK OF CANADA 

















THE 
ROYAL BANK OF CANADA 


(Incorporated in Canada in 1869 with Limited Liability) 





Over 790 Branches in Canada 
and Abroad 


ASSETS EXCEED $2,675,000,000 


LONDON: 


Main London Branch : 6, Lothbury, E.C.2 8B. Strath, Manager 
‘est End Branch : 2-4, Cockspur St.,5.W.1 &. B. Murray, Manager 


HEAD OFFICE: MONTREAL 
Agency in New York 




















THE STANDARD BANK 
OF SOUTH AFRICA 


LIMITED 


Bankers in South Africa to the United Kingdom Government, 

Bankers to the Federal Government of Rhodesia and Nyasaland, 

and to the Governments of Southern Rhodesia, Northern 
Rhodesia, Nyasaland and Tanganyika 





Capital Authorised - - - £15,000,000 
Capital Subscribed + - - £12,000,000 
Capital Paid-up_ - - - - £7,000,000 
Reserve Fund - - - - £7,000,000 


10 CLEMENTS LANE, LOMBARD STREET 
& 77 KING WILLIAM STREET, LONDON, E.C.4 


LONDON WALL Branch, 63 London Wall, E.C.2 
WEST-END Branch, 9 Northumberland Avenue, W.C.2 
NEW YORK AGENCY, 67 Wall Street 
HAMBURG AGENCY, Speersort, 6 
More than 550 Branches, Sub-Branches and Agencies in SOUTH, EAST and 
CENTRAL AFRICA 
Banking Business of every description transacted 
at all Branches and Agencies 






















































































































































































































































































































































































































































































































































































































































































































































































ask_ A.N.Z BANK 

























































































































































































AUSTRALIA AND NEW ZEALAND BANK LTD. 
(in which are merged The Bank of Australasia Ltd. and The Union Bank of Australia Ltd.) 
HEAD OFFICE: 71 CORNHILL, LONDON, E.C.3. Telephone: AVEnue 1281. 


There are over 600 branches and agencies in Australia, and more than 150 
in New Zealand, in addition to branches in Fiji and Papua, New Guinea. 



































THE MITSUI BANK, LID. 


Established: 1876 


The TEIKOKU BANK, LTD. has reverted to 
the prewar title as from January I, 1954. 





President: Kiichiro Satoh 
Head Office: Tokyo, Japan 
90 Branches throughout Japan 
Overseas Branches & Representatives : 


Branches: London & Bangkok 
Representatives: New York & Bombay 














BANQUE SUD BELGE S.A. 


HEAD OFFICE: 
20, BOULEVARD DE L’YSER, CHARLEROI 
BRANCHES: 
CHAUSSEE DE BRUXELLES, 134/136, JUMET 
PLACE VERTE, !, FLORENNES 
CHAUSSEE DE LODELINSART, 56, GILLY 


BELGIUM 
Telegrams : SUBEL for Head Offfice 
Codes : Peterson 3rd Edition, Bentley 














DENIZCILIK BANKASI T.A.O. 


(Turkish Maritime Bank, Ltd.) 


Capital £T500,000,000 
General Management : GALATA, ISTANBUL 
Head Office: KARAKOY, ISTANBUL (P.O.B. 1381) 


All banking transactions 
Telegrams : BANKDENIZ, ISTANBUL 
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AN ASSURANCE 
OF SAFETY 
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the Church of 
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APITAL entrusted to 
( England Building Society is quite free 
from any risk of depreciation. Substantial 
mortgage holdings, carefully selected and 
judiciously distributed, afford an exceptional 
degree of security to investors and Cepositors, 
while an attractive, regular return without 


liability to income tax is assured. 





Paid-up £25 shares are issued at any time, 
to the maximum individual holding of 


£5,000. Interest payable half-yearly on 

31st May and 30th November. s s 
ated Uneae nik Ask the Chief Typist 
DEPOSIT INTEREST 2% 

Experience has taught the chief typist to value 
meme ten pale by me Society a typewriter for qualities that may not be in- 
AS S ETS £ 8 : 000 ’ 000 stantly discernible. Take the new Imperial. 
RESERVES £410,000 


It’s a quick, quiet and thoroughly efficient 
: . typewriter, but the chief typist will tell you 

A copy of the latest balance sheet, with form of | P P 
application. will be sent on request thatit’s much more than that. Suppose, for 
| instance, that a long and complicated bal- 


ance sheet is being typed and an urgent 


| letter is required. The long carriage, 
n U i L D ; N G SOC | ETY | complete with balance sheet, can be 


instantly removed from the machine 


6 & 7, New Bridge Street, London, E.C.4 _ ‘ 

Telephone: CEN 8455 Incorporated 1882 the letter typed, and the balance 

sheet completed later.And that’s only 

DIRECTORATE : 
CHAIRMAN: J. Gordon Elsworthy, F.RA.C.S., F.A1., 

“RS | possible by the exclusive Imperial 


F.R.San.l. 


DEPUTY CHAIRMAN : S. Vvyyvian Hicks, P.P.R.JI.C.S., 
F.A.]. 


one of the many advantages made 


feature of interchangeable car- 
B. Christian Briant, M.B.E., M.A., F.RAI.C.S., F.A.1. riage, platen roller and type-unit. 
Charles Geen H. Pearce Gould 
Elliott W. Jackson, L.R.1.B.A. 
Geoffrey G. Rogers, T.D., F.R.I.C.S., FA. 


SECRETARY: William Cook, F.B.S. | & 
ASSISTANT SECRETARY: James Groves. F.B.S. | Mm e r L a 
Regional Offices: 


BOURNEMOUTH, 1149 Christchurch Road, Boscombe 


TUNBRIDGE WELLS, 47 London Road 
NOTTINGHAM, 4 Low Pavement IMPERIAL TYPEWRITER COMPANY LTD. « LEICESTER 
CRCIS; 
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The COMMERCIAL BANKING COMPANY OF SYDNEY Limited 


Established 1834 Incorporated in New South Wales with limited liability. 
With which is amalgamated THE BANK OF VICTORIA LTD. 














AUTHORISED CAPITAL- - - - - - £12,000,000 0 0 
CAPITAL. PAID UP - - -+-+ - = « - £4,739,012 10 O 
RESERVE FUND - - - - + - «= - £4,700,000 0 0 
RESERVE CAPITAL - - - «+ - «= - £4,739.012 10 0 
£14,178,025 0 0 
TOTAL DEPOSITS 30th June, 1953 - - £192,198,883 1 3 
TOTAL ASSETS 30th June, 1953 - - - £202,042,342 | 4 
HEAD OFFICE: 343 GEORGE STREET, SYDNEY 
General Manager - - A. S. OSBORNE 
LONDON OFFICE: 18 BIRCHIN LANE, LOMBARD STREET, E.C.3. 
Manager - R.H.S.CAVAN Sub Manager - G. A, BROWN 


Accountant - L. A. DODD 


WEST END BRANCH: 4950 BERKELEY STREET, W.1. 
Manager - A. C. McDONALD 


326 Offices and Branches in New South Wales, Queensland, Victoria, South Australia and 
Australian Capital Territory. Agencies throughout Australia and New Zealand and all other 
parts of the world. 

Drafts payable on Demand and Letters of Credit are issued by the London Office on the 
Head Office, Branches and Agencies of the Bank. 

Bills on Australasia negotiated and collected. Remittances cabled and mailed. 























CHUBB 


Supply Bankers through- 
out the world with Strong 








Rooms and full equip- 











ment for Treasuries and 
Safe Deposits. 





REGISTERED TRADE MARK 





CHUBB & SON’S LOCK AND SAFE CO. LTD. 
22 ROYAL EXCHANGE, LONDON, E.C.3 
Telephone: MANsion House 5275 
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41, Bishopsgate, 
| London, £.€.2. ; | 
WEST END BRANCH: HOLBORN BRANCH 
67, PALL MALL, LONDON, S.W.1 ELY PLACE, LONDON, E.C.1 
| 
| 
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BANK OF INDIA = 
LIMITED = 


(/ncorporated in India) es 
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Established 7th September, 1906 
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CAPITAL SUBSCRIBED RS. 5,00,00,000 
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CAPITAL PAID UP .. ,, 2,50,00,000 


VixJ 


RESERVE FUND .... ,, 3,52,00,000 
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ES Head Office 
MAHATMA GANDHI ROAD 
et BOMBAY 


Directors Ae 
2 SIR COWASJEE JEHANGIR, 4 
<2. Baronet, G.B.E.,K.C.LE., 
BK Chairman 
%? MR. AMBALAL SARABHAI Ye 


rar sy 
%¢ SIR JOSEPH KAY, K.B.E. is 
‘4 MR. DINSHA K. DAJI a 
MR. BHAGVANDAS a 


Ys: CHUNILAL MEHTA 34 
4 MR. KRISHNARAJ we 
et M. D. THACKERSEY }+ 
= = MR. A. D. SHROFF BE 


se Branches outside India: 

va ADEN - KAMPALA 

KARACHI - MOMBASA ae: 

OSAKA - SINGAPORE Be 
TOKYO 2 
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17, MOORGATE 
LONDON, E.C.2 


Telephone : MET. 0991 


Telegraphic Address: Sharafi, 
Stock, London 
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A. C. CLARKE, General Manager 
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. KR. G6. VERVUURTS BANKING 
CORPORATION, LIMITED 


PARAMARIBO, DUTCH GUIANA (SURINAM) 


Codes: A.B.C. 5th, 6th & 
7th eds. 


Bentley’s. 
Peterson’s 3rd ed 


Telegrams : 
Vervuurt—Paramaribo. 





ESTABLISHED 1936 
AUTHORIZED EXCHANGE BANK 








COMPLETE BANKING SERVICE 




















Commercial and travellers’ letters of credit issued, drafts 
bought and sold. Remittances and telegraphic transfers 
made through direct connections throughout the World. 


SPECIALISED COLLECTION DEPARTMENT 


London Correspondents : 


Westminster Bank Limited Barclays Bank Limited 
(Foreign Branch Office). (Chief Foreign Branch). 
Midland Bank Limited Anglo-Portuguese Colonial & Overseas 
(Overseas Branch). Bank Limited. 


Lloyds Bank Limited 
(Colonial & Foreign Department). 


New York Correspondents : 


Guaranty Trust Company of New York. Bank of London & South America 
The National City Bank of New York. Limited. 
Manufacturers Trust Company. French American Banking Corporation. 


The New York Trust Company. 


Buenos Aires Correspondents : 


Banco de Avellaneda. Ernesto Tornquist & Cia., Ltda. 
Banco Espanol del Rio de la Plata. Shaw & Cia. 

Amsterdam Correspondents : 
Amsterdamsche Bank, N.V. H. Albert de Bary & Co., N.V. 
Incasso Bank, N.V. | Nederlandsche Credietbank, N.V. 


Nederlandsche Middenstandsbank, N.V. Hollandsche Bank Unie, N.V. 
Twentsche Bank, N.V. 


Rotterdam Correspondents : 


Rotterdamsche Bank, N.V. | Messrs. R. Mees & Zoonen, N.V. 
Twentsche Bank, N.V. | Messrs. A. van Hoboken & Co. 


Slavenburg’s Bank, N.V. 
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SUMITOMO BANK 


Ee betes 3h, Sank: 
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apna ttisy 2 a Senter 


HEAD OFFICE : OSAKA, JAPAN 
NEW YORK AGENCY 
149 BROADWAY NEW YORK,6,N.Y., U.S. A. 
REPRESENTATIVE OFFICES 
LONDON, ENGLAND KARACHI, PAKISTAN 


THE SUMITOMO BANK (CALIFORNIA) 
HEAD OFFICE : 440 MONTGOMERY ST., 
AN FRANCISCO, CALIF., U.S.A. 
BRANCH : 101 SOUTH SAN PEDRO ST. 
LOS ANGELES, CALIF., U.S.A. 

















STOCKHOLMS ENSKILDA BANK 
ESTABLISHED 1856 


TELEGRAPHIC ADDRESS: NITTON — TELEX: 1100 


TELEPHONES: 221940 MANAGEMENT 221900 — POSTAL ADDRESS: STOCKHOLM 16 














ARAB BANK LIMITED 


Established 1930 
: J.D. 2,050,000 


Authorised and Paid-up Capital: J.D. 1,100,000. Reserves: 
Registered Office: JERUSALEM. Management: AMMAN-JORDAN 


Branches: 
HASHEMITE KINGDOM OF JORDAN AND PALESTINE: Amman, Jerusalem, Nablus, Ramallah, 
Irbid, Tulkarem and Gaza. EGYPT: Cairo (two branches), Alexandria, Port-Said, Mansourah, Mehallah 
Kubra and Tanta. IRAQ: Baghdad, Basrah and Mosul. LEBANON: Beirut and Tripoli. SYRIA: 
Damascus, Aleppo, Homs and Banias. LIBYA: Benghazi. SAUDI ARABIA: Jeddah. 
London Correspondents: Midland Bank Limited. 
New York Correspondents: Chase National Bank of the City of New York. 
Guaranty Trust Company and Irving Trust Company. 
Other Correspondents: All over the world. 
The Bank invites you to utilise the services of its Branches for all Banking Transactions with the Middle East 
Arab States 


J.D. (Jordan Dinar) equivalent to one pound sterling 
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ALL EYES ARE ON 
YOUR BANK... 
IN POLK’S 
BANK DIRECTORY 


alt 





Your bank’s listing in the world’s 
leading bank directory represents 
your bank to thousands of financial 
institutions throughout the world. 
Make your listing work for you as a 
prominent, distinctive display of 
your facilities. 

Advertising in POLK’S BANK 
DIRECTORY is right on the job 
every day. It is seen by the financial 
man when he is seeking information 
to make a decision. Picture your 
bank in Polk’s pages. . . the decision 
may well be in your favor. 


POLK’S BANK DIRECTORY is a 
key to world-wide activity. Over 
9,000 advertisers — more paid space 
than in all other major bank direc- 
tories combined—use Polk’s to open 
the door to increased domestic and 
international business. Your inquiry 
is most cordially invited. 


R. L. POLK & CO. 
NASHVILLE 3. TENNESSEE. U. S. A. 
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BANK LEUMI LE-ISRAEL B.M. 


formerly THE ANGLO-PALESTINE BANK 


General Management: Tel-Aviv 43 Branches throughout Israel 


New York Representation: 20 PINE STREET, NEW YORK 5 
Representative for Continental Europe : 
BLEICHERWEG 1 (am PARADEPLATZ), ZURICH 


London Office: 
6 GRACECHURCH STREET, E.C.3 





Affiliation: The Bank Leumi Le-Israel Trust Company, Limited, Tel-Aviv. The Trust 
Company undertakes the usual Trustee and Executor business 











BANCO ESPANOL pe CREDITO 


Established 1902 
Head Office: 14 calle Alcala, MADRID (own building) 


Telegraphic Address: BANESTO 
CAPITAL - 337.500.000,00 Pesetas RESERVES - 433.967.117,37 Pesetas 


Over 456 Branches in Spain and Spanish Morocco 
Correspondents in the Principal Cities of the World 


THE BANCO ESPANOL pe CREDITO 


Maintains a Foreign Department specially organized for the handling of all Banking Transactions 
connected with the Import and Export Business 




















BANCA BANCO DE CREDITO 
COMMERCIALE || DEL PERU 
ITALIANA 


F 
Established 1894 CAPITAL S’.80,000,000.00 


RESERVES S$/.55,925,356.01 
HEAD OFFICE: MILAN 


HEAD OFFICE: LIMA 


223 branches and offices in Italy SEVENTY-THREE OFFICES 


Branches abroad : ~ 
ISTANBUL - IZMIR ! Entrust us with 
Representative Offices : YOUR COLLECTIONS 
a ON PERU 
PARIS (1X): 14 Rue Halévy a 


FRANKFURT a/M.: Wiesenau, 2 


Telegraphic Address : 
For Head Office: ‘“‘Dircomit”’ 
For all Branches: ‘‘ Comitbanca’”’ ESTABLISHED IN 1889 


PERU'S OLDEST NATIONAL COMMERCIAL BANK 
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GRAPHDEX 


visual facts jor management 
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Up to the minuie Grauphdex charting plots 
and presenis visually every facet of the 
business scene. It gives management an 
over-all, easy to read picture of production, 
sales, stock, budget and personne! data: 
speeds and aids executive decisions. 
Graphdex panels fit neatly and unobtrus- 
ively into any available wall space; can be 
added to, altered or removed in a moment. 
Coloured signals give endless signalling 
combinations, adapt readily to the most 
complex and specialised charting require- 
ments. If you are looking for a visual 
presentation of management facts, send 
for details of Graphdex. It is made by 
Remington Rand; yet another of the range 
of machines, systems and equipment which 
nrovide an easier wavy to office efficiency. 
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SYSTEMS - MACHINES -: EQUIPMENT 
Send for full details and free booklet to (Dept. GX 142) 
Remington Rand Ltd, Commonwealth House, 1-19 New Oxiord St, W.C.1 
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The Famous Gold Seal, which 
appears on the side-walls of all 
Dunlop car tyres, is the symbol 
of the finest tyres ever Of these 
the DUNLOP ‘FORT’, un- 
equalled for strength, trouble- 
free performance and long mile- 
age, is the choice of the motorist 
who is prepared to pay a little 
more to be sure of the very best. 
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COLOMBIA 
MEANS BUSINESS 


LET US HELP YOU INCREASE YOURS 


Opportunities in Colombia for European business are increasing every year. Trade 
connections are becoming more profitable. With an eye on your business future 
there, why not let us assist you with your collections and letters of credit ? 


Whatever your requirements, we have special departments handling every phase and 
facility of banking. More and more progressive European banks and business firms 
are making use of our extensive organization established for over 40 years. 


We invite your inguiries. 


BANCO COMERCIAL ANTIOQUENO 


Established 1912 
Cable address for all o ffices—Bancoquia 


CAPITAL PAID-UP: $20,000,000 — Pesos Colombian 
SURPLUS: $15,000,000 — Pesos Colombian 
OTHER RESERVES: $6,858,000 — Pesos Colombian 


General Manager: Antonio Derka 


Head Office: MEDELLIN, COLOMBIA, SOUTH AMERICA 


BRANCHES: Armenia (C),  Barrancabermeja. Barranquilla (2), 

BOGOTA (3), Bucaramanga, Cali (2), Cartagena, Cartago, Cucuta, 

Girardot, Ibagué, Magangué, Manizales, Medellin (1), Monteria, Neiva, 

Palmira, Pasto, Pereira, Puerto Berrio, San Gil, Santa Marta, 
Sincelejo, Socorro, Vélez (S) 


New York Representative—Henry Ludeke, 40 Exchange Place, New York 5, N. Y. 
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FOR COLLECTION OF DRAFTS IN ECUADOR 


BANCO DE DESCUENTO 





ESTABLISHED 1920. P.O. BOX No. 414 
GUAYAQUIL, ECUADOR, SOUTH AMERICA 
Paid-up Capital .. Sucres 6’000.000.— Reserve Funds. .Sucres 19’000.000.— 
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BANCO DI SANTO SPIRITO 


AAORRRDAREBREOREED ess aeaseeaeeae 


Head Office: ROMA — 173, Via del Corso 


CORRESPONDENTS ALL OVER THE WORLD 
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THE CHASE NATIONAL BANK 
OF THE CITY OF NEW YORK 


Incorporated with Limited Liability under the Laws of the U.S.A. 


LONDON 
6 Lombord Street, E.C.3  * 46 Berkeley Square, W.!. 





THE 


PUNJAB NATIONAL BANK 


LIMITED 


Incorporated in India Established 1895 


Head Office: 8 Underhill Road, Delhi 


EVERY DESCRIPTION OF BANKING AND EXCHANGE 
BUSINESS TRANSACTED 


Over 300 offices serving every part of India with connections all over the world 


LONDON BANKERS : 
MIDLAND BANK LTD., WESTMINSTER BANK LTD. 
N. M. ROTHSCHILD & SONS, BANK OF AMERICA NATIONAL TRUST 
AND SAVINGS ASSOCIATION 


DEPOSITS EXCEED Rs. 620,000,000 
ASSETS EXCEED Rs. 750,000,000 


B. N. PURI, General Manager 
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BANQUE DE L’INDOCHINE 


64, Bishopsgate, E.C.2 
FOREIGN BRANCHES : 














LONDON BANGKOK JEDDA CANTON 
HONG-KONG TOKYO ALKHOBAR-DHAHRAN SHANGHAI 
SINGAPORE ADDIS-ABEBA DAMMAM TIEN-TSIN 

FRENCH UNION: PANGIERS 
MARSEILLES NOUMEA HANOI DALAT 
DJIBOUTI PORT. VILA HAIPHONG PNOM-PENH 
PONDICHERY SAIGON TOURANE BATTAMBANG 
PAPEETE CANTHO 


SUBSIDIARIES: JOHANNESBURG PORT ELIZABETH DURBAN 





CORRE SPONDE NTS . ALL O E “Ro THE WORLD 


HF AD OFFICE: 


96, Boulevard Haussmann—8° ARR‘, PARIS 
































BANK OF CEYLON 


The Bank of Ceylon, established as a State-aided bank by the Govern- 
ment of Ceylon, has played an important part in the development and 
progress of the Dominion. With wide local experience, a network of 
branches in the Island, a fully-equipped Foreign Department, a London 
Office and correspondents throughout the world, the Bank can confi- 
dently place its services at the disposal of bankers and merchants who wish to do business 
with Ceylon. 





Central Office: 


Head Office: G.O.H. BUILDING (West Block ’ Foreign Department: 
BRISTOL STREET, YORK STREET, COLOMBO YORK STREET, 
COLOMBO City Office: COLOMBO 


BRISTOL STREET, COLOMBO 
Branches: PETTAH (COLOMBO), KANDY, GALLE, JAFFNA, BADULLA, KURUNEGALA, 
BATTICALOA, PANADURA, TRINCOMALEE, KALUTARA, NEGOMBO, 
TALAIMANNAR PIER (Pay Office) COLOMBO PASSENGER TERMINAL (Pay Office) 
Savings Department: 35 GAFFOOR BUILDING, COLOMBO 
London Office: 4 LUDGATE HILL. LONDON, E.C.4 

















THE BRITISH BANK OF THE MIDDLE EAST 


(Incorporated by Royal Charter 1889) 
Formerly THE BRITISH BANK OF IRAN AND THE MIDDLE EAST 


CAPITAL FULLY PAID £1,500,000 — RESERVE £1,300,000 

The Bank has branches throughout the BRANCHES : 

Middle East and isin an unrivalled position ADEN COLONY INDIA IRAQ JORDAN 

to encourage trade in those areas. Ex- | Aden Bombay, Baghdad, Amman 

porters and importers are invited tocom- | Calcutta Basra 

municate with the bank, whose knowledge | LEBANON eae LIBYA SYRIA 

of local conditions will gladly be placed Beirut, Ras-Beirut, Tripoli Tripoli Aleppo, Damascus 

“i deanedinaniadh: PERSIAN GULF PORTS SAUDI ARABIA 
Bahrain, Dubai, Kuwait (and AtIkhobar, (for Dhahran), 

Every type of banking business undertaken. | Ahmadi), Muscat, Sharjah Dammam, Jeddah 


AGENTS AND CORRESPONDENTS IN ALL PARTS OF THE WORLD 


Head Office: 51 GRACECHURCH ST., LONDON, E.C.3 


Telephone: MANSION HOUSE 2643 Telegraphic Address (all Branches): BACTRIA 
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BANQUE BELGE POUR L’ETRANGER 
(OVERSEAS) LTD. 


Affiliated to the Société Générale de Belgique 


CAPITAL £2,000,000 


entirely subscribed 


4 Bishopsgate, LONDON, E.C.2 


BOARD OF DIRECTORS: 
A. DONNAY (Chairman and Managing Director) 
Sir THOMAS J. STRANGMAN, Q.C. (Deputy Chairman) 
P. BONVOISIN, F. HAEGLER, F. PUISSANT BAEYENS, P. RAMLOT, 
E. VAN HOOF (Director Manager) 














British and Foreign Banking Business of every description transacted 


FOREIGN EXCHANGE TRANSACTIONS — COMMERCIAL CREDITS — 
COLLECTION OF CLEAN AND DOCUMENTARY DRAFTS, ETC. 





PRINCIPAL CORRESPONDENT IN LONDON OF THE 
BANQUE DE LA SOCIETE GENERALE DE BELGIQUE 





Agents in the United Kingdom for the Belgian Postal Cheque Service 
Correspondents throughout the World 
































HENRY ANSBACHER AND COMPANY 


Bankers 


117 BISHOPSGATE - LONDON - EC2 
Telephone: Avenue 1030 


Telegrams: Ansbacher, London 





All enquiries relating to EIRE should be addressed to 
ANSBACHER & CO., LTD. 


85 Merrion Square, Dublin, EIRE 
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INDUSTRIAL AND COMMERCIAL 
FINANCE CORPORATION LIMITED 


Subscribers : 
THE ENGLISH AND SCOTTISH BANKS 


I.C.F.C. is ready to consider the requirements of any 
industrial or commercial enterprise which is established 
in Great Britain. 

The Corporation entertains proposals for additional capital 
—either for the purchase of additional buildings, plant 
and machinery, or for financing the expansion of business 
and carrying increased stocks and debtors. It is also 
prepared to consider more general schemes of expansion, 
including the financing of new ventures which are soundly 
sponsored and backed. 

It provides capital both in the form of share capital and 
medium or long term loans—generally in amounts ranging 
between £5,000 and £200,000. 





London 
7, Drapers’ Gardens, E.C.2. 


Birmingham Manchester 
214, Hagley Road. India House, Whitworth Street. 


Edinburgh 
33, Charlotte Square. 
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is prepared to undertake all 
the duties usually entrusted to 


at reasonable rates. 
Booklet on application to: 


Branches in all important Towns. 


THE OLDEST INSURANCE 
OFFICE IN THE WORLD 


EXECUTORS and TRUSTEES 


Head Office: 63 Threadneedle Street, E.C.2 
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XXVIii 








THE 


BANKER 


VoL. CI JANUARY 1954 No. 336 





MR. D. J. ROBARTS 


(zvho has been elected chairman of the National Provincial Bank 
upon the retirement of Lord Selborne on grounds of ill-health) 




















om - 
Vp~—8 S 


e J rama 
ey [jr Pow / 








33 rue du Ouatre Septembre, Paris. 


BARCLAYS BANK (FRANCE) TED. 


54 Lombard Street. London, E.C.5. 


Chicl Office in France : 


959 rue du Quatre Septembre, Paris. 


Other branches in bkrance: 


LIN LES BAINS, BIARRITZ. BORDIAUN. CANNES, HAVRE. 
LYONS. MARSEILLES. MONTE CARLO, NICE, ROUEN. 
BRANCHES ALSO IN ALGIERS AND ORAN., 


The bank is affiliated to Barclays Bank Limited. 


and is a member of the Barclays Group. 


























A Banker’s Diary 


SO 1953 retained, after all, its distinction of being the first ‘* odd’ post-war 
vear without a crisis. But, in the end, it held this distinction only by a pre- 
cariously slender margin; the rail strike that threatened the 

Year holiday season was only narrowly averted. Had the nation 

without been thus plunged into its worst crisis of labour relations for 
Crisis ? many years, the breaking of the sombre two-year cycle of the 
balance of payments would have seemed a poor consolation, and 

a short-lived one. And it still is not sure that the threatening forces discernible 
beneath the surface in 1953 have lost their power to cause disturbance in 1954. 

The characteristic of the post-war cycle was that in each good vear for the 
balance of payments the seeds were sown of future crisis. And even before 
the labour troubles showed themselves, some observers were already asking 
whether that was not also true of 1953 (they had, indeed, asked the same 
question about 1952, but wrongly as it turned out). Certainly it could be 
argued that, after the recovery from external crisis in 1952, Britain lived too 
softly in 1953. As THE BANKER pointed out a few months ago, the budget- 
stimulated rise in production and the unexpectedly large increment of resources 
accruing from still better terms of trade were very largely absorbed into 
increased expenditure on defence, housing and everyday consumption. Though 
the surplus on the external account was reduced, it is far from certain that 
there was any notable increase in those outlays upon productive capital at 
home that are imperatively needed for the strengthening of Britain's com- 
petitive power. It may be, of course, that turn-round of industrial investment 
after the restraints needed in 1952 could not, in any event, have taken place 
quickly; and it is noteworthy that the tempo of such outlays seems to have 
been rising in recent months. On that basis, the only rational grounds left to 
the critics of the Chancellor's kindly budgeting last April were that the boosting 
of home demand might pre-empt resources away from exports, might in any 
case make home manufacturers less pushful in export markets, and might 
raise domestic costs. Empirical observation does not, in fact, suggest that 
there has been any considerable loss under the first head; and the second 
charge is virtually incapable of proof, one way or the other. But the threat 
of the rail strike, and the wage pressures arising simultaneously in other 
industries, came very near to proving the third charge. 

If, as is generally believed, the Government was determined that the rail 
strike should not take place, and was prepared to pay a high price to avoid it, 
its attitude was certainly governed by more than political considerations; 
obviously it also had in mind the incalculably great damage that would have 
been done to the balance of payments—even if the strike had been confined 
to the railways there would have been a grave stoppage in the flow of coal 
and other vital supplies. It is right to recall such considerations when assessing 
the settlement. But there is still room for fear that this crisis, too, has been 
avoided only at the cost of piling up trouble for the future. The formula by 
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which the Transport Commission was able to satisfy the Unions does indeed 
promise a minimum of future trouble; for the coming agreed review of working 
arrangements and restrictive practices has been taken to imply that a sub- 
stantial part of the total wage increases to be conceded will be provided by 
the only means by which Britain’s economy, speaking broadly, can afford 
higher wage rates—that is, by an increase in productivity. If this promise 
is in fact fulfilled, then a very great advance will have been made—for the 
precedent could be of great value in other cases. But, until that success ts 
demonstrated, much dreary experience since the war will leave reason for 
fear that the only precedent created has been a very different one, giving proof 
that a Government and community threatened by a dangerous upheaval will 
pay to avoid it, much though the price may add to the risks of future crisis. 


THE gold and dollar reserves of the sterling area recorded their eleventh 
successive monthly increase during November; and it seems likely that only 
the now customary end-year payment of $181 millions as service 

Reserves charge on the United States and Canadian lines of credit will 
and blot the record of 1953 as a year of continuous, if unspectacular, 

Exports progress for the reserves. The year opened with a gold and 

dollar reserve of $1,846 millions; by the end of November the 
figure had risen to $2,561 millions, an increase of 8715 millions. It is true 
that even this increase (which, of course, was not burdened with the debt 
charge) has made good only a bare third of the $2,150 millions of reserves 
that were lost in the catastrophic last half of 1951 and first quarter of 1952. 
Yet it represents a notable achievement; 1953 was the only calendar vear 
save 1950 1n which the reserves rose on balance at all. 

It would be satisfying, indeed, if as good a result could be predicted for 
1954. The rate of increase in the reserves, as our table on page 60 shows, 
had been steadily diminishing during the year. The increase of $41 millions 
in November was, however, the best since July—evidently in consequence of 
special factors. Receipts of American aid totalled $24 millions, whilst some 
$15 millions was paid to the European Payments Union on account of the 
sterling area's deficit with Western Europe in October, so that the “ residual ”’ 
account—which reflects the sterling area’s gold and dollar transactions with all 
countries other than the E.P.U. area—showed a net surplus of $32 millions, a 
surprisingly high figure for a month in which United States industrial produc- 
tion fell by a further 1.3 per cent. The late autumn is, of course, the high 
season for exports of primary commodities from the overseas sterling area: 
but the main benefit from these sales was probably concentrated upon the 
sterling area's balance with E.P.U. (which improved to a surplus of $9 millions 
in November, settled 50-50 in gold and credit in the middle of last month). 
The main special buttress for the gold reserves in November seems, in fact, 
to have come from the arrivals of Russian gold, some of which had apparently 
found their way into the official reserve by the end of the month. 

Meanwhile, the latest trade returns suggest that it is not Britain that will 
be a drag on the sterling area in coming months. United Kingdom exports 
in November, at just under £240 millions, reached their highest level since 
March, 1952. Imports, at £272! millions, showed little change on recent 
months, and, after allowing for re-exports, the month’s trade deficit was down 
to £234 millions. This was the lowest monthly deficit for three years, and 
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compares with an average monthly deficit of £553 millions for the first eleven 
months of the year and one of £63 millions in 1952. Exports to North America 
in November at {25.1 millions were slightly down on the average of {26.6 
millions for the first eleven months of the year, and still further off the record 
monthly total of around £30 millions reached in the high summer. The fall 
is accounted for wholly by a slight drop in sales to the United States; but 
these have been almost compensated by an increase in exports to Canada. 

Unfortunately, the changing pattern of United Kingdom exports reveals 
some less reassuring trends for the more distant future. In 1953 as a whole 
there was a switch away from engineering goods to textiles, especially to 
exports of wool and synthetic fibres. The decline of £46 millions, or 2 per cent., 
in total exports for the first ten months over the similar period of 1952 
was in fact wholly accounted for by the decline in exports of engineering 
products as a whole—whereas exports of woollens were up £123 millions, or 
by 12 per cent. This switch from exports of the goods in which international 
competition is keenest (but long-term demand likely to be greatest) to exports 
of a proved fickle character seems to have been checked late j in the year. But 
its very development does not augur well for the ability of British exporters 
to hold their own if the struggle for orders becomes really fierce. It is also a 
warning omen of the significance of the present wage demands. 


Two important changes have been made in the past month in the terms of 
the Chancellor’s “‘ request ’’ to the banks and other financial institutions about 
lending policy. The first arose out of the tangled controversy 

Revising about ‘‘ take-over’ transactions, in which the vital economic 

the issues involved seem to have been obscured by popular dis- 

‘“ Directive” approval of obtrusive market speculation (as distinct from 

speculation as a pastime, through football pools and the 

like), and by the City’s fears that its functions might be brought into disrepute. 

The economic, as opposed to the emotional, issues arising from take-over 

bids are discussed at length in a provocative article we publish this month 

from Mr. Harold Cowen (together with a second special article on the important 

legal aspects). Our own views on the matter are, broadly speaking, sufficiently 

close to Mr. Cowen’s to make detailed editorial discussion unnecessary at this 
stage. 

We have, perhaps, a little more sympathy than he for the worries that 
beset the authorities—worries that certainly extend to the supposition that 
profitable take-over deals may provide an embarrassing irritant in current 
wage discussions. But if, for such reasons as these, the authorities felt obliged 
to try to apply the brakes, it is very much to be regretted that they did not 
seize the opportunity to ram home the truth that economic adjustments of 
the kind that “ take-overs’”’ provoke are in principle necessary for the maximum 
efficiency of Britain’s economy—and therefore in the best long-run interests 
of everyone. Had that point been firmly made, no realist could object to any 
measures that merely sought to ensure that in this sphere, as in any other, 
the freedom of the market-place was not abused. As it is, one is left to hope 
that the intentions of the authorities went no further than this—and that 
commercial lenders will not themselves feel obliged to go any further. The 
intervention itself seems to leave the matter in doubt: it took the form of a 
request from the Governor of the Bank to the members of the British Bankers’ 
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Association and to the insurance companies to “ exercise very special care 
when dealing with special facilities for [“‘ take-over ’’] transactions 1n cases 
where there appears to be a speculative element ’’—this request, of course, 
being supplementary to the 1951 request that “ credit facilities should not be 
given for speculative buying or holding of stocks, real property or stocks of 
commodities ’’. A novel feature on this latest occasion was that the request 
was “ brought to the notice ’’ of the London offices of the overseas banks. 

The second change in the Chancellor's directive was of a very different, and 
most welcome, character. As a result of his recent enquiry into the difficulties 
cited by shipbuilders in securing overseas orders where credit terms are sought 
by the potential customer, the Chancellor has decided to amend the C.I.C. 
directive and the associated request to the banks regarding loans for capital 
purposes generally. Under the 1951 formula, any bank loans for capital 
outlays were expected to be made only for approved purposes and on condi- 
tion that permanent arrangements for finance would be made within six months. 
This rule did not obstruct longer credits for export finance—so long as the banks 
were prepared to grant them—in those cases in which the finance was sought 
by the domestic producer of the capital goods (since the loan then was for 
trade credit and not for capital purposes). But it did serve to block all loans 
direct to the buyer (whether domestic or foreign) unless he was prepared to 
go to the capital market within six months, and could get C.I.C. sanction for 
so doing. Now it has been agreed that the repayment period for bank advances 
for capital purposes may be decided solely as between the borrower and the 
banker. This is an overdue relaxation of a very arbitrary rule; the shipbuilding 
industry in particular should find it helpful. 


A STRIKING feature of the clearing banks return for the four weeks to November 
18 was the resumption of the rise in bank advances that began in November, 
1952, and continued until last April, since when there had been 
Advances a continuous fall, totalling some {160 millions. The rise in 
Trend November amounted to £22 millions, but the increase in the 
Analysed demands of the private sector for finance was probably consider- 
ably more than this, as some part at least of the final call of 
{23 millions on the Gas loan must have been used to repay the Gas Council’s 
bank overdraft. It now seems evident, however, that whilst this kind of 
reasoning about the trend of private sector advances may be valid for the 
short run, it needs to be very cautiously employed for longer periods. On 
the assumption that the proceeds of last year’s £205 millions loans of the 
B.E.A. and Gas Council were steadily applied to reduce bank overdrafts, it 
appeared from the month-by-month totals of advances that the credit demands 
of the private sector had been rising for some time, since the calls substantially 
exceeded the fall in these totals. Now, however, the quarterly figures of 
‘“ true ’ advances (which cover all members of the British Bankers’ Association, 
but exclude advances made outside Great Britain) show that in the three 
months to November total advances fell by £47.8 millions, and only {23.2 
millions of this fall was attributable to the public utility category—although 
B.E.A. and Gas loan proceeds apparently totalled some £70 millions during 
the period. This plainly indicates that, although the proceeds may be applied - 
in repayments as soon as received, the nationalized industries are constantly 
re-borrowing for the current financing of their huge capital programmes. 
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Although it now appears that advances to private trade and industry, 
if rising at all, are not doing so as noticeably as had been supposed previously, 
their demands on the banks are certainly larger now than at the similar period 
last year. Of this last quarter’s decline in the total, £5.8 millions was accounted 
for by a decline in the personal category and a further {16.1 millions by one 
in the “ other financial’’ category. The residual decline, in advances to all 
other borrowers, thus amounted to less than £3 millions, in contrast with {54 
millions in the similar period of 1952. A tabulation of these latest quarterly 
figures will be found in our usual table on page 59. 


NET deposits, which in October had risen much more steeply than in the 
previous year, rose in November by a further £38 millions, to the new peak of 
£6,194 millions, but by only £5 millions more than in November, 

Record 1952. It is quite clear, however, as suggested here last month, 
Deposits that the anomalies shown by the October comparison were 
mainly due to the difficulties of relating a five-week period to a 

four-week one. Similar difficulties arise for November, but in reverse sequence, 
so that the only reliable basis of comparison is to take the two months together. 
Over the nine weeks to mid-November, net deposits rose by nearly £99 millions 
in 1953, compared with £48 millions in 1952, but only £15 millions of this 
bigger rise was apparently due to an increased rate of borrowing by the Govern- 
ment (whose indicated demands on the banking system in the ‘atest nine-week 


Nov. 18, Change on 

1953 Month Year 

£m. #m. £m. 

Deposits - - - ¥s 6418.6 + 45. 3 + 235.4 

‘“ Net © Deposits * ea ee 6193.7 38.1 + 219.3 

Yo T 
, O 

Liquid Assets - ‘a 2344.0 (36.5) - 9.6 t+ I82.4 

Cash ” éa me ” 52 med (S. 7) + 1.9 + 7.0 

Call Money /, $4 " 2a iF —- 6.9 - 460.6 

freasury Bills . 5 es 1299.6 (20. 3) tf 12.9 + 214.1 

Other Bills - is ied 54-8 (0.9) kad - 2.1 

Investments plus Advaitces .. a 3921.7 (61.7) 29.0 + 40.0 

Investments By és a 2245.1 135-0) - 7,0 + 107.5 
Advances Ke - bd 1076.0 (2 22.1 — 67.5. 


period were £77 millions). This expansion of Governmental needs is slightly 
greater than the Exchequer figures show, but the authorities presumably had 
to meet a portion of the call on the Gas loan; on the other hand, they were 
presumably providing less finance on external account and for the redemption 
of the Serial Funding Stock than at the same period of 1952. 


BANK shareholders who have seen the real value of their long-stabilized 
dividends steadily eroded over the years may be forgiven if, this time, they 
look to the dividend season with more than usual optimism. 

Scots Twelve months ago the National Provincial Bank raised 
Banks Point general hopes (and not a little controversy) by its lone 
the Way? _— plunge through the ice of the dividend freeze; and the 1 per 
cent. increase in the final payment made then was followed 

by a similar increase in the interim at mid-1953. Since then there have been 
other notable entrants to the thawing pool. In October, Barclays likewise 
provided, though by a roundabout route, for a 2 per cent. increase; whilst in 


Ci 








6 THE: BANKER 


November two Scottish banks, the Royal Bank of Scotland and the Com- 
mercial Bank of Scotland, each raised their dividends by 1 per cent. A third 
Scottish bank, the National Bank of Scotland, undertook a scheme of capital 
re-organization that may herald a higher dividend too. 

Each of these Scottish banks announced a moderate increase in net profits. 
The Royal, which raised its dividend from 17 to 18 per cent., announced an 
increase in profits from £596,000 to £621,000 for the year to mid-October, 
and the Commercial, which raised its dividend trom 15 to 16 per cent., showed 
an increase from {£380,000 to £394,000 for approximately the same period. 
The National Bank of Scotland's profits rose from £287,000 to £306,000, and 
the dividend was maintained at 16 per cent., but the board foreshadowed a 
plan for raising the proportion paid-up on the {1,100,000 of Consolidated capital 
stock from 10 to 25 per cent., by applying £150,000 from revenue reserves. 
This will raise the total paid-up capital (including the £400,000 of ‘‘A’”’ stock) 
to £1,650,000, and will facilitate a splitting of the Consolidated stock from its 
present cumbersome {500 units ({110 paid) into {1 units, with 5s. paid-up. 


On January 5, 1754, a bank under the name of Vere Glyn & Hallifax opened 

its doors to public business; to-day, on the same site, Glyn, Mills & Co. cele- 

brate six generations of family banking. To have scored a double 

Glyn’s_ century in any line of business is something of an achievement; to 

200 = have passed undefeated through the convulsions that have at times 

Years engulfed Lombard Street in the past two hundred years merits 

special congratulations—and pride. Congratulations from the 

bank’s many friends have not been lacking; and the occasion has been suitably 
marked by the publication of a history of the bank by an eminent author.* 

Perhaps the most lasting impact gained from Mr. Fulford’s book is the réle 
that two great families, the Glyns and the Mills, have played in the history 
of the bank. Other names have figured prominently, at various stages of its 
development—Thomas Hallifax in the earliest days and Bertram Wodehouse 
Currie, a banker of great and wide influence, after the amalgamation with 
Currie’s & Co. in 1864. But the vital element in the bank’s development, the 
factor of continuity, was provided by six generations of the two families. 
Three of their number made a particularly firm imprint on British banking: 
Sir Richard Carr Glyn, who became senior partner of the bank in 1789; 
Charles Mills, one of the first partners from the Mills family; and George Carr 
Glyn, later Lord Wolverton, who did so much to establish the bank’s reputa- 
tion as the “ railway bank". Glyn, Mills was the last private bank to succumb 
to the pressure of incorporation: it became a joint stock-company only in 
1885. Its history bears remarkable tribute to the strength and fortune that 
the ties of family tradition have brought to this great institution of Lombard 
street. 

Another banking celebration at this season has been that of the centenary 
of the Chartered Bank of India, Australia and China; and this, too, is happily 
to be commemorated by the publication of a history later this year. The 
Chartered Bank takes pride as the oldest of the eastern exchange banks; 
something of its story 1s told in THE BANKER this month in a reflective appraisal 
by Mr. Geoffrey Tyson of a century of eastern exchange banking. 





* Glym's 1753-1953. Sox Generations in Lombard Street. By Roger Fulford. Macmillan & 
Co. Ltd., 21s. 














Tasks for the Sydney Conference 


T is no secret that some of the Commonwealth Ministers who have been 
winging their way from the four corners of the globe to Sydney for the 
conference of finance ministers found it difficult to understand why they 
should face the ardours and distractions of this long journey at this juncture. 
A full assembly of Commonwealth Ministers 1s, indeed, a fitting celebration of 
the Royal Tour. But the pressure upon Ministers and senior officials of their 
tasks at home remains as severe as ever. And there still persists, too, the 
uncertainty about America’s external economic policy that, for twelve months 
past, has so paralysed work upon the “ plan ” that emerged from the Common- 
wealth’s last formal gathering. Indeed, the fact that the critical Randall 
Report is not due to make its appearance until next March makes the timing 
of this new meeting look particularly inopportune. In these circumstances 
—not to mention the fact that the sterling area is not, this time, confronted 
with an immediate emergency—it is easy to see why there should be question- 
ings about the need for a further gathering at this stage. 

Paradoxically, however, the answers to these questions are to be found in 
these very circumstances. There is first, in any case, the consideration that 
if the sterling area is ever to formulate wise long-term plans, and adequate 
machinery for implementing them, it is highly desirable that its meetings of 
Ministers should not, as in the past, be staged only at times of crisis, when 
the emergencies of the moment are bound to impede and distort any thinking 
about long-range aims. Secondly, although the sterling system is not in a 
state of crisis at this moment, it does face grave uncertainties that may yet 
resolve themselves into crisis. The vacuum in international discussions of 
economic policy caused by America’s uncertainty will evidently endure beyond 
the date of publication of the Randall Report; for the birth of the Eisenhower 
Administration’s external economic policy waits not only upon that report 
but upon the reaction of Congress to it. 


NEED FOR ALTERNATIVE PLANS 

It is clearly desirable that the Commonwealth should itself try to fill this 
vacuum, in part at least; it cannot afford merely to stand by and contemplate 
it with passive fatalism, in dread or hopeful expectancy of developments on 
the other side of the Atlantic. The fact that there is uncertainty not only 
about America’s external economic policy but also about its ability to maintain 
its business activity at a high level does not absolve the rest of the world from 
the need to think and plan ahead. On the contrary, the very fact that there 
is this uncertainty on crucial issues requires the Commonwealth to formulate 
not merely a single plan but a series of alternative plans related to the different 
contingencies—but each directed, so far as possible, to the broad objectives 
agreed upon twelve months ago. 

To be of any real value, such contingent planning obviously demands full 
co-ordination of the several policies of the sterling family, and cool and far- 
sighted thought. It is well, therefore, that this task has not to be faced amid 
an atmosphere of crisis. This time the countries of the sterling area may have 
a chance to learn that theirs is a club whose rules need not be wholly com- 
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pounded of austerity, restriction and exhortation. This Sydney meeting, 
indeed, precisely because it does not face an immediate emergency, can and 
should be regarded as the first of an intended series of continuing Common- 
wealth economic conferences that will make a coherent policy unit of the 
sterling area, with Canada represented also—as the voice of multilateral 
conscience. From such meetings and the preparatory work done for them, 
and from the technical collaboration needed to carry out their broad decisions, 
there should evolve a mechanism for co-ordinating Commonwealth economic 
policy. The lack of any such mechanism at the moment is yet another void 
that faces the Sydney meeting. 

The agenda for the conference has not been published, but Mr. Menzies, 
the Australian Premier, has intimated that the discussions will fall under 
three main heads: the likely shape of the sterling area’s balance of payments 
in the coming year; the progress already made towards the objectives of the 
Commonwealth “ convertibility plan ’’ evolved at the last conference and the 
prospects of further progress in 1954; and the problem of capital development. 
The discussions on both convertibility and capital development will include 
both a review of what had been done since the last economic conference in 
London in December, 1952, and some stocktaking of the projects in prospect. 
The problems of financing capital development are likely to bulk large in the 
talks; it is to be hoped that they will be adequately related to the problems 
of domestic monetary and economic policy. And perhaps a little light may 
be shed upon the projected rdle of that as yet shy and undemonstrative off- 
spring of the last conference, the Commonwealth DevelopmentFinance Company. 

ATTITUDE TOWARDS G.A.T.T. 

The problem of alternative lines of approach to policy will obviously 
present itself under each of these heads; but, so long as that procedure is 
followed, the discussions need not be unduly fettered by the uncertainties that 
surround developments in the United States. This is particularly true of 
discussion of the problem of the fundamental review of the General Agreement 
on Tariffs and Trade, which will certainly occupy some of the attention of the 
delegates. It may be recalled that a majority of the countries represented at 
the last conference turned down the United Kingdom’s advice that the 
Commonwealth countries should seek in collaboration a general dispensation 
from the “ no new preference ”’ rule—on the grounds that it would be impossible 
to reconcile such an approach to G.A.T.T. with the general philosophy of non- 
discrimination and multilateral trade that underlay the convertibility plan. 
Since then, however, Britain has on its own initiative secured a conditional 
waiver from the first and basic most-favoured-nation clause in the G.A.T.T. 
code, and this waiver in effect makes a considerable breach in the “ no new 
preference rule. It will be surprising, therefore, if the United Kingdom 
delegation at Sydney does not ask the other Commonwealth countries to press 
for the generalization of this waiver to the whole Commonwealth when the 
task of re-writing the General Agreement comes to be undertaken by the 
contracting parties towards the end of this year. 

That re-writing will take place in any case. If, when the time comes for 
this review, indications from Washington suggest that there is to be no change 
for the better in United States foreign economic policy, then all the arguments 
advanced by the United Kingdom a year ago will have acquired far greater 
force than they had then. There is no point in adhering to texts and codes 
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of international commercial conduct that are observed only in the breach and 
in carefully defined exceptions incorporated in the text of rules. On the 
other hand, the promise of even a slow liberalization of American trade and 
tariff policy would demand a quite different approach to G.A.T.T., which is 
the major international instrument for establishing an accepted code of com- 
mercial conduct and for generalizing tariff concessions. Everyone at Sydney 
is likely to accept these general propositions; the delegates should strive to agree 
on a joint approach to G.A.T.T. by the Commonwealth that would favour 
whichever of these lines of policy that American developments make appropriate. 

Commodity policy will be another subject on the Sydney agenda that will 
require the formulation of a joint approach to the United States. At recent 
meetings of commodity study groups the United Kingdom has consistently 
pleaded for firmer commodity agreements, and in particular for price stabiliza- 
tion schemes. The latest such plea was made at the conference on tin that 
recently met in Geneva; the fall in tin and rubber prices has convinced the 
British Government that a strong international agreement 1s essential to 
secure the economic and political stability that the producing territories so 
urgently need. The Geneva conference was successful in securing agreement 
at least on the principle of the desirability of a stabilization scheme. The 
draft agreement evolved must, however, remain in the blue-print stage until 
the United States sees fit to ratify it. If the Commonwealth can reach agree- 
ment on this issue, the chances of inducing the co-operation of the United 
States will inevitably be improved. 


How MEET AN AMERICAN DEPRESSION ? 

Inevitably, there will be much discussion of the course the Commonwealth 
will take in the event of serious deepening of the incipient recession in America. 
At first, precisely because any major American setback would have such grave 
and incalculable effects upon the Commonwealth, there seemed a danger that 
the delegates might throw up their hands in despair, and feel obliged to con- 
tinue their plans on the assumption that no serious recession need be expected 
—not because that is a safe assumption, but simply becaure no workable line 
of action could be envisaged otherwise. Fortunately, it is more likely that the 
Sydney Conference will, without assuming the worst, consider the extent to 
which the sterling area could defend itself against the onset of an American 
depression without needlessly sacrificing either trade within the area or its 
trade with other non-dollar countries. There will certainly be a stocktaking 
of the anti-deflationary ammunition that might be available for this purpose 
—which presumably means the possibility, should the need arise, of qualifying 
some of the recently increased scope for freedom (e.g. in the commodity 
markets), so that enforced cuts in dollar imports would not correspondingly 
curtail other trade. 

The need for such contingent planning is evident, however unpalatable it 
must seem after this past year’s progress towards freedom. American indus- 
trial production has already fallen some 6 per cent. since March; and although 
the effects on the sterling area’s gold and dollar reserves have as yet been 
limited—though quite plain to see—a continuation of the downward trend 
would quite soon spell a sharp drop in the overseas sterling area’s dollar 
earnings. There may be no great hopes of wholly cushioning the impact of 
any American recession on the economy of the sterling area, or of even seriously 
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mitigating that impact in the event of real American slump. But when 
recession starts—or, as some observers may insist, when the existing recession 
develops—no one will know how soon or late the upturn may be expected. 
The only course of action is to have ready an agreed plan of defence—and to 
be prepared to implement it at once. 

The outcome in America will obviously be the dominant factor affecting 
the sterling area’s gold and dollar reserves; but there are a few minor influences 
upon them that will undoubtedly be also considered at Sydney. One of the 
more interesting—and incalculable—among them is the future influx of gold 
from east of the Iron Curtain. The disgorging of gold and other precious metals 
by the Soviet Union that came into prominence at the end of 1953 could 
conceivably reach a scale that would profoundly affect the prospects for con- 
vertibility—as well as many other factors in the sterling area’s balance of 
payments problem. But the motives, and still less the future dimensions, of 
this welcome Soviet ‘“‘ aid’”’ can only be guessed at. The Commonwealth in 
its planning therefore cannot count upon further deliveries; for the moment 
at any rate Red gold must be treated as pure windfall. 

Another important question that will demand a collective approach at 
Sydney will be the future of the international financial institutions—the 
European Payments Union and the International Monetary Fund. In a 
technical and practical sense, the sterling area is a full member of the European 
Payments Union, but it is only the United Kingdom that takes part in the 
Union’s controlling body—the Ministerial Council of the O.E.E.C. Accordingly, 
it is only at meetings of the Commonwealth finance ministers that Britain can 
give a formal and detailed account of the manner in which it has carried out 
its trust; and only there can it seek the opinion of all sterling countries on how 
it should use its influence in shaping the new version of the E.P.U. that is due 
to come into effect on June 30 next. In this connection, some discussion will 
undoubtedly also take place at Sydney on the general prospect of increasing 
the flow of international credit facilities—and in particular on the possibilities 
provided by the new standby credits of the International Monetary Fund 
(discussed at length in an article in THE BANKER last month). It is not only 
G.A.T.T. and the E.P.U., but also the I.M.F., that may come up for funda- 
mental revision in the ensuing months. Commonwealth agreement on the 
manner and nature of the revisions that should be advocated would be a major 
achievement that could strongly influence the pattern of international economic 
co-operation in the next few years. 


PROBLEM OF CAPITAL DEVELOPMENT 

Perhaps the most delicate of the questions to be raised at the Conference 
will be that of capital development. Last year’s Conference envisaged ambitious 
and long-range plans for greatly increased development of Commonwealth 
resources, involving provision of local and perhaps dollar finance, and certainly 
substantial investment by Britain. This development was to be concentrated 
on dollar-earning or dollar-saving projects; its finance appeared to demand a 
balance of payments surplus from the United Kingdom of around {£300 
millions. The fact that that surplus was running at an annual rate of only 
{160 millions inclusive of defence aid and {50 millions without it in the first 
half of 1953, and probably at a much lower rate in the second half of the year, 
does not, however, of itself explain the slowness of progress in these develop- 





TASKS FOR THE SYDNEY CONFERENCE 11 








ment plans. Despite the shrinkage in Britain’s net surplus, the volume of 
British finance granted or approved for Commonwealth purposes has been 
very considerable; indeed, it is possible that the limit to further development 
at present is set not by finance at all but by the lack of the right schemes and 
the right men. But development under the Colombo plan has moved on 
apace, Britain has agreed to release {60 millions from her subscription to the 
World Bank for Commonwealth development and has also greatly facilitated 
private investment in Canada. 

The réle of the London capital market has, of course, been a discriminating 
one, and rightly so—though not all Commonwealth authorities can yet appre- 
ciate either the principles or the need for this discrimination. New Zealand 
was refused permission in March to raise £44 millions to finance the Auckland 
harbour bridge, but was welcomed last month upon its application for {10 
millions towards financing the well-known Murupara project that promises 
important dollar savings for the sterling area when it comes to fruition in 
about two years time. More Commonwealth development is needed; but 
Britain, certainly, cannot afford to aid projects that do not promise a 
strengthening of the sterling area as a whole. That is why the Government's 
loan of {10 millions to Pakistan through the Export Credits Guarantee Depart- 
ment in the summer of 1953 was regretted in many circles; it may. have been 
partially responsible for the present pressure on London for general purpose 
loans. The controversies aroused by Britain’s attitude on this matter are 
bound to be carried into the conference rooms at, Sydney; but Britain’s repre- 
sentatives will obviously point out that for Britain to accept the réle of indis- 
criminate lender could only weaken the economic base of the sterling area that 
has been so painfully built up in the past eighteen months. 


THE STATISTICAL GAP 

An important, if seemingly mundane, task of the Sydney conference will 
be the improvement in the availability and comparability of economic statistics. 
A great deal of work will have to be done if Commonwealth, and particularly 
sterling area, statistics are to be brought up to the pitch of uniformity that is 
required. The current balance of payments is reasonably well documented, 
at least to the extent of the physical movement of visible trade, but in the 
recording of invisible items and capital transactions there are still large and 
disturbing gaps. Many decisions on sterling area policy are seriously hampered 
by the inadequacy of real information about the direction and scale of capital 
movements into and out of the area. The article in this issue of THE BANKER 
by Mr. A. R. Conan on “ The Outlook for Sterling Area Reserves ”’ provides a 
forcible reminder of the ingenious jugglery (plus some guesswork) that is 
needed to extract from published material the essential information on which 
policy decisions should be based, and on which the wisdom of those decisions 
can subsequently be assessed and criticized. 

What is required is something like the detail and subdivision of the United 
States statistics on capital exports. Official estimation of the short-term and 
long-term capital movement would not only facilitate sound assessments of 
the balance of payments problems of the sterling area, but would improve 
the chances that the right solutions to those problems may be found. Moreover, 
the laggards in the struggle for external solvency could be confronted with 
unmistakable evidence of their sloth and all members made aware of the part 








12 THE: - BANKER > 


they were playing in the sterling system. But if this is to be effectively 
achieved, the task of improving the statistics will have to extend far beyond 
the balance of payments; it will need to embrace capital development, produc- 
tion, employment and consumption in the several countries. 

If there is need to expand and co-ordinate the statistical apparatus of the 
Commonwealth, there is still greater need to impart a greater cohesion and 
more logical shape to the machinery that evolves and implements sterling 
area policy. This is admittedly a matter of exceptional difficulty and delicacy, 
in which any attempted advance must take fully into account the lack of 
precision and the informality that characterize the political relations between 
Commonwealth countries—and the important differences in membership of 
sterling area and Commonwealth. 





MACHINERY FOR POLICY 


A promising start has been made in the “ functional ’’ solution of these 
problems. There are standing committees in London that gather and exchange 
information on all Commonwealth economic affairs and that are beginning to 
play some part in the more delicate sphere of policy-forming. If the meetings 
of Commonwealth finance ministers do indeed become a regular annual event, 
they will do much to secure the necessary unity of policy. But a great deal 
remains to be done at the level of technical co-operation, and on the question 
of discipline. It is remarkable that the sterling area should so far have failed 
to. evolve what the Organization for European Economic Co-operation has 
created in less than five years: a common secretariat, a unified body of 
statistics, a readiness on the part of a member to submit itself to the cross- 
examination and criticism of other members. 

The need for closer co-operation will become paramount if, as part of the 
move towards convertibility, sterling is allowed to “ float ’’ within much wider 
gold points than obtain at present. It has been argued that the sterling area 
surmounted just such a test of exchange flexibility in the 1930s. But much 
water has flowed under the bridges since then and it is highly improbable that 
sterling area countries such as South Africa, India, and Pakistan would to-day 
be prepared to leave to a handful of men in London decisions about their 
exchange relationship with the dollar and about their local currency price for 
gold. Day-to-day and hour-to-hour decisions about the rate of exchange must 
necessarily be taken by a few people, and the task of democratizing such a 
system, of allowing all countries involved some say in decisions that must 
interest and concern them profoundly, is one that bristles with difficulty. 

To some extent, of course, the new reluctance to accept an unquestioned 
link with sterling is a reflection of sterling’s weakness; and m so far as sterling 
would presumably have gained in strength before it was put to the test of 
convertibility and a floating rate, the insistence on close consultation might 
be less pressing than is generally surmised now. But if a crisis were to force 
Britain on to a floating rate, the degree of co-ordination between sterling 
countries would be of paramount importance. The pessimists might say that 
if the delegates at Sydney prepare for that contingency, too, that may be one 
blueprint that will not stay in the pigeon-holes for too long. But pessimism, 
it is understood, will be firmly excluded from this conference table—doubtless 
on the wise reasoning that the sterling system may never move far towards 
its objectives unless it is prepared to run some risks. 





America: More Abundance or Less ? 
By }. &. Hartshorn 


N Pittsburgh some weeks ago an economist employed in the American steel 
| industry said to an English visitor, ‘‘ We shall produce about 95 million 

tons of steel next year, against an output of 112 million tons this year and 
our rated annual capacity of about 115 million tons’’. And 95 million tons 
of steel in 1954 seemed to him a very reasonable figure; after all, it would 
be higher than any year’s output before 1951. In London, a month later, the 
returned English traveller repeated that forecast to an economist in much the 
same position in the British steel industry. ‘“‘ Ninety-five million tons ? ”’ 
said the British expert. ‘‘ That would be 85 million British tons, less than 
85 per cent. of capacity ? A good deal worse than anything we'd guessed.’ 

In the same’ way, people in British business and finance staring anxiously 
across at the American outlook found the “5 to Io per cent. recession ”’ that 
their American counterparts were calmly uniting to predict quite alarming. At 
the end of November an economist in Wall Street was saying: “ From its 
peak in March this year to the bottom next year, the Federal Reserve Board 
index (of industrial production) shouldn’t fall by more than 15 per cent. But 
if it does—say 20 per cent. from top to bottom—it will be quicker, and the 
recovery will be correspondingly sharper, too’’. Even a 15 per cent. fall, it 
seemed to a traveller returning from one company of pundits to the other, 
would sound quite bad enough in the City and Whitehall. 

The very same figure in a statistical series, as every traveller knows, can 
seem to have very different implications 3,000 miles apart. It is very hard 
for any Englishman, plunged suddenly into the contemporary American 
economy, to fasten his mind upon the direction in which that economy is 
moving. The absolute level, the sheer velocity of abundance, monopolizes 
one’s attention, in any brief visit that skims across half a continent of this 
perfervid consumption. It was easy, in last year’s golden fall, to grasp the 
American fixation upon that absolute level—a 1953 volume of income, expen- 
diture and output that was higher than ever before; and difficult to gain any 
impression as to the slant—towards more abundance or less. 

Yet there was no way, in October and November last year, of avoiding 
the 64-billion-dollar question wherever one went in American industry; and, 
returning to Britain, one found the same favourite subject for conjecture. 
Economic forecasting since the war, it sometimes seems to an outsider, has 
varied erratically (if sometimes almost seasonally) between two rather mechani- 
cal alternatives: projecting the trend, and being haunted by a slump. This 
autumn, the Americans seemed to be projecting the trend (which happened 
to be a downward drift) while British and European observers were staring 
glassily at the ghost. This article does not pretend to supply the answer to 
the puzzle. It has the less ambitious, but possibly still worth while, aim of 
annotating a few of the readily available statistics with some first-hand 
impressions—impressions gained by a visitor concerned more with permanent 
factors in America’s productivity than with the current fluctuations of its 
economy. It offers no forecasts. There is no shortage of wrong guesses. 
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Certainly, the equanimity with which most American forecasters regarded 
the “‘ 5 to 10 per cent. recession '’ they were backing was more understandable 
in New York than in London, even if their very unanimity in backing it seemed 
the least bit disquieting. To them, the very altitude of the American economic 
plateau in 1953 made the “ rolling readjustment ”’ less formidable: a decline 
of 5 to 10 per cent. in the 1954 average of the F.R.B. industrial index from 
the 1953 average of 235, to perhaps 218-222, would, after all, be from an 
average that was 6 per cent. higher than industrial output had ever been in 
time of peace. 

Nobody within the American scene can get far enough away from the huge 
quantities of consumption these figures represent to reflect austerely and 
dispassionately upon their significance as part of a trend; that is much easier 
for Europeans who see this standard of living through a telescope. Detroit, 
the home of mass production, produces more cars than anywhere else; it also 
produces more output forecasts. In six weeks of last fall these forecasts came 
at least one a week. Early in October the reigning estimate for 1954 production 
was 5.9 millions; by late November it was down to 5.2 millions. ‘‘ Or maybe 
less,’’ the experts observed. ‘‘ But who could argue that there’s much wrong 
with a five-million-car year ? ’’ An Englishman, obviously, could not—though 
the dealers in the big cities, slashing the prices of 1953 cars at both ends with 
inflated trade-in allowances and big discounts in order to clear showrooms 
for the 1954 models, might have had an argument or two; and perhaps the 
experts had more fears than they were anxious to advertise. 


How UNSTABLE IS CONSUMPTION ? 

Next year, with Ford and General Motors battling to maintain tneir own 
output whatever happens to the industry’s total sales, the dealers, like the 
independent car makers, will have an uncomfortable time. For the new car, 
and in particular the host of “extras ”’ like power steering and automatic 
transmission that now claim an increasing proportion of the $15 millions a 
year America spends on buying cars, are the most obviously postponable item 
in the American shopping list. Inevitably, the slice of postponable buying 
in the abundant American standard of living is a thick one—the kitchen 
replete with power tools that will do for another year, the full wardrobe of 
cheap, well-designed ready-made clothes. Last fall the weather was in the 
conspiracy, leaving fuel piling up in the storage tank or the stockyard and 
postponing the buying of that winter coat which if not bought by December 
is not bought at all. 

Nevertheless, this vulnerability of the American standard of living, which 
rather more completely than in other countries is a standard of buying, may 
receive undue emphasis here in Britain. In a country where the very meal 
one eats is not necessarily larger but includes more purchased service—the 
ready-mixed ingredients, the aerosol-whipped cream that fluffs out of the- 
can, the larger proportion of food bought “‘ ready for the table ’’—-buying habits 
are not only conditioned to accept more purchasable satisfactions but easier 
to stimulate with advertising or novelty. To the Englishman, the remarkable 
thing about much of this avid buying of invented wants—the purchases of 
skills as well as goods, down to the long-playing record of parrakeet lessons to 
teach one’s cagebird to screech—is not that it can be postponed but that it 
happens at all. That is, conversely, one of the strengths of an economy where 
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consumer demand is at once so pivotal and so ripely suggestible, as the Govern- 
ment economists would argue. Moreover, the retailer who hangs upon that 
demand acts far more like economic man than does his British counterpart. 
Goods left on the shelf burn a hole in his cash register; his readiness to 
revive turnover by cutting prices denotes an acceptance of that central and 
successful principle of American business, that the velocity of buying counts 
far more than anybody’s unit profit. 

Some caution may be necessary, too, in applying British criteria to the 
high level of consumer credit now outstanding— all $28 billions of it. That 
level is high enough to alarm many American experts; and there are some 
signs that an unhealthy amount of it is concentrated in the hire purchase 
commitments of workers who may have made these contracts upon the basis 
of overtime pay, now dwindling fast. Nevertheless, the repayment burden, 
as a percentage of disposable income, is still below the levels of the nineteen 
thirties; and an Englishman has eventually to realize that this mortgaging of 
future income is to some extent one of the American skills of consumption, 
like the ability of a miner in low workings to walk along bent over horizontally 
from the waist. 

On the other hand, the American experts’ satisfaction with the level of 
personal saving in the economy “as one of our underlying strengths ’’, and 
with the fact that though gross personal income may be down next year the 
cuts in income tax should leave net income higher, seemed partly irrelevant 
to a visitor on the spot. That high level of saving, about 74 per cent. of dis- 
posable income, can obviously be a weakness in any short run as well as a 
virtue in the long. Moreover, the cuts in taxes are inevitably of less benefit 
to the classes that pay little tax anyway. These classes bulk large in American 
buying, so the cuts may mainly add to saving without contributing much 
extra momentum to the merry-go-round of consumption. The farmer, among 
the heaviest of post-war spenders, seems likely to get more Government 
support for his prices rather than less, despite Secretary Benson’s Mormon 
probity; nevertheless, his income, at least half of which is unsupported and 
vulnerable to the free market, was down last year and will probably sink further 
this year. 

Construction is the part of American investment that constantly obtrudes 
itself upon the visitor’s eye. The tearing down of buildings that are still 
newish by British standards, the vast trenches cut through many an American 
city for new parkways, and the excavation of underground garages to palliate 
the ever-increasing parking problem, are signs of a pace of commercial and 
public construction that seems unlikely to flag for some time. But some areas 
do seem over-supplied with new houses; and however the productivity of 
American house building may impress foreign builders, the fantastic rise in 
its cost is shocking some American house-buyers out of the market. Few 
things are more attractive than the ranch-style houses that have begun to 
appear upon the prosperous fringes of every American city, with their two-car 
garages, spacious living rooms, their three bedrooms and two bathrooms— 
or less attractive than the architects’ and builders’ bills. Mobile as the 
American may be, the cost of new home ownership is perhaps beginning to 
clog his heels. 

American industrial concerns impress an English visitor by their readiness 
to budget for capital investment over five-year periods, and their expressed 
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unwillingness to allow business fluctuation to affect that level of capital 
expenditure. But no visitor to American industry, however conscientious and 
hard on the feet his schedule of factory visits, can avoid getting a sample 
hopelessly biased towards the largest companies. And it is reasonable to 
note, in considering the official and unofficial forecasts of a drop of 5-8 per 
cent. in industrial investment next year, that these surveys, too, are biased, 
if less sharply, towards the big companies. Those big companies cover a good 
deal of the total spending on plant and equipment, and in the nature of things 
their investment is perhaps less likely to be postponed by fears of a slump. 
The smaller companies outside the samples are far more likely to trim their 
sails; so that total business investment in fixed equipment might fall more 
than the forecasts suggest if business confidence declines. Moreover, travelling 
through American industry last autumn, one could not but wonder whether 
some of America’s largest industries, among the most heavily developed in 
recent years, are not over-expanded; and plenty of American bankers and 
businessmen would answer “ Yes’’. Steel, probably automobiles, several 
sectors of chemicals, and perhaps oil, are certainly approaching a pause in 
expansion; though replacement—which in America, unlike Britain, is in- 
creasingly based upon obsolescence, not wear and tear—will take up some 
of the slack. 
AN INVENTORY RECESSION ? 

Perhaps the greatest anxiety of the American businessman to-day 1s whether 
the readjustment with which he is so far managing to roll not too uncomfortably 
is simply the onset of “‘ an inventory recession ’’, or something more. Ina 
variety of industries, such as steel, the producers are indeed hopeful that 
consumers have run their stocks down to a level where steady ordering for 
current consumption may start again. But the statistics of business stocks 
over the year suggest little cutting of inventories; their value rose in line with 
business activity during much of the year, though towards its end it began 
to decline. If this is an inventory recession, it is still hardly begun. 

What the American statisticians call ‘‘ defence-related investment ’’ seems 
to have been completed in most cases by the end of last year, and defence 
expenditures, too, are levelling off. In considering the medium-term growth 
of the economy, the extent to which investment and innovation have recently 
been related to defence is perhaps the only factor that may provoke some 
disquiet. In recent years almost any electronics or metallurgical company 
with any new idea has been able to secure Government funds to finance 
research or development, whatever its purely commercial possibilities; while 
the demands of the atomic energy programme have forced development in a 
wide variety of fields. This Government munificence has given a considerable 
fillip to technological advance that must eventually benefit American industry 
in general. But for the moment, its connection with the ordinary consumer, 
and with the ordinary commercial growth of the American economy, seems 
in many Cases a little remote. Nylon and the synthetics, plus air conditioning, 
are perhaps the only recent major technological developments of the familiar 
American pattern, in which profits are ploughed back into the opening of new 
horizons of consumption. 

For the short run course of the economy, however, the level of defence 
expenditure, and Government expenditure in general, is more immediately 
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significant. But the levelling out of defence and other expenditure by the 
Federal Government may be practically offset by the arrears of state and 
local government expenditure on postponed facilities and services. This 
writer 1s unqualified to join in the conjecture upon the degree of attachment 
to ‘“‘sound budgeting” of President Eisenhower’s financial advisers; most 
business economists with whom he talked seemed fairly sure that Keynesianism 
had already come in by Mr. Burns's back door, though the speed with which 
pump-priming measures could politically be introduced, and then might 
become effective, remained conjectural. 

PREPARING FOR ‘‘ THE TRADE DEBATE” 

These several personal impressions, it will be seen, remain contradictory, 
and it is difficult to gauge their relative importance in the American business 
outlook. But one further impression—which concerns the effect of American 
business activity upon the channels of its external trade rather than on the 
volume of that trade—may be worth recording. It concerns “ the trade 
debate ’’ that may envelop the report—or reports—of the Randall Commission. 
Any recent visitor to American industry, however impressed he may be by 
the occasional and important personalities occasionally now pleading cautiously 
for freer if seldom free trade, must be impressed by the intense reserve of most 
American industrialists towards any “ tampering with protection’”’. It is 
easy for the sophisticated to find Mr. Weeks’s view that there is no need for 
protection against anything except the unfair advantage of cheap labour 
wholly specious—presuming they always count the same pleas specious from 
Lancashire and Dundee. And the readiness of American machine tool manu- 
facturers and chemical producers to urge Britain to export more whisky and 
fine china, but not “ to undersell ’ with machinery and dyestuffs, strikes the 
visitor as duly ironic. But nobody talking to American industrialists—or 
American trade unionists—can under-estimate the strength of their views 
about wage differentials, however much protection the high levels of American 
productivity, and the high degree of capital investment per worker, may seem 
to him to offer. 

This is not wholly to echo the view of one highly-placed English business- 
man working in New York, who averred that “ given even a minor recession 
in the first half of next year—which can hardly be avoided—the best we can 
hope for is to get the Reciprocal Trade Acts renewed as is’. But 1t seems 
useful to record the cautionary comment of a free-trading Republican back in 
industry after many years in Washington: “ Britain and Europe naturally 
attach huge attention to the encouraging speeches they hear from Americans 
over there, to the speeches they have picked out from a number of converts 
to freer trade among businessmen over here, and to our editorials. They are 
right to be encouraged. But they would do well to remember also that 
Americans in Europe are generally connected with the import-export trade; 
that many of the speech-makers over here are presidents of the ‘ International 
Divisions ’ of our companies, which is often a dignified name for the vice- 
president in charge of exports, while others are the big names in industries 
that export a lot and are not worried by foreign competition at home; and, 
lastly, that there is no other subject upon which the American Press is so 
consistently, if so honcurably, out of touch with the sentiments of its readers as 
upon the issue of free trade.” 

















Why Attack “Take-Overs” ? 
By Harold Cowen 


N many City circles the dominant feeling after last month’s dramatic 
dénouement of the tussle for control of the Savoy group of hotels seems to 
have been one of relief—relief that some highly tricky issues were not, 
after all, pushed to ultimate conclusions. But problems are not solved by 
by-passing them, and these particular problems are destined to present them- 
selves again and again in the phase of financial adjustment that lies ahead. 
The Savoy affair was only one of a long series of “ take-over situations ’’; and, 
except for the dangerous strategem to which the Savoy board resorted in its 
effort to defeat Mr. Harold Samuel's bid for control,* the only novelty in the 
affray lay in its (quite natural) attraction of spectacular publicity, so that 
each element in the public controversy became supercharged with emotion 
—and mostly lost in muddled thinking. 

The basic disequilibrium that gave scope for “ take-over bids ”’ in this 
and the many other recent instances pervades large areas of the economy; and 
the financial traffic thus set in motion has been abnormal only in its rising 
volume and spectacular appearance, for in principle it is as old as the system 
of joint stock finance itself. Unless the movement should iil-advisedly be 
inhibited by statute, or by informal pressure from above, the financial world 
is therefore likely to have to cope with a heavy tide of such business for a 
long time to come. It is correspondingly important that there should be a 
measured approach to the principles and techniques involved, lest short-term 
expediency—following too many damaging precedents of our time—should 
unduly sway policies in Whitehall and the upper stories of the City. 


CORRECTING A Basic DISEQUILIBRIUM 

The best means of striking through the haze of sentiment and half truths, 
and thus to fasten upon the real issues, is to consider first the nature and 
causes of the basic disequilibrium itself. The semi-planned economy of the 
past fifteen years, much of which is now being dismantled, was erected in 
pursuit of a wide range of objectives; but at every point its mechanical 
purpose has been the same—to subordinate the criteria of the price mechanism 
to other criteria and often, indeed, to obliterate the market criteria altogether. 
The whole economy has been deliberately and forcibly moulded into a pattern 
radically different from the pattern that free markets would have produced. 

In the present context, the particular distortions that are most in question 
relate to the usage of capital and the flows of savings. The controls have 
tried to produce a pattern of capital formation that fits a vaguely conceived 
plan « of ¢ " priorities ’; too often is it forgotten that their very aim, expressed 








. This | stvategem was the transfer of the Berkeley Hotel property, the best use of which was in 
dispute, toa company specially formed for the purpose. Effective voting control of this company 
(though not its dividend equity) was vested not in the Savoy company itself but 1m the three trustees 
of its staff benevolent fund, which included the chairman of the Savoy board. Consideration to the 
Savoy company comprised preference shares carrying sole right to any excess distributions after fixed 
payments to them and to the controlling shares. 
Legal aspects of take-over bids in general, and especially of the broad question of alienation of 
control of assets, are discussed in an article on page 25. See also an editorial note on page 3.—Eb. 
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in another way, was to prevent resources (or many of them) from flowing into 
the most remunerative channels. Moreover, other broad influences, though 
not necessarily seeking this specific purpose, have none the less worked in 
the same direction of weakening or distorting the price mechanism, especially 
in the capital market. The biggest of all these parallel forces is, of course, the 
burden of taxation, and its peculiar incidence in a long phase of sharp inflation. 

These are the sources of the basic disequilibrium that pervades the economy; 
and it 1s one that will require—indeed, will sooner or later enforce—many big 
adjustments far beyond the range of those that manifest themselves in “ bids ”’, 
and perhaps more radical ones. But it is unfortunately true that those that 
take the outward form of “ merely ”’ financial operations will always attract 
to themselves the maximum of misunderstanding. 

The very circumstances of the planned economy have indeed heightened 
this popular prejudice, and have even spread its bemusing influence among 
many—ain the City as well as outside it—who profess their faith in a free 
economy. The general pace of response to the stimulus of profit is almost a 
gauge of efficiency; and that responsiveness is really only another name for 
speculation. But in our recent tradition, the vital function of speculation— 
the free economy's tool for healthy change to sustain a due equilibrium in an 
unstable world—has inevitably been troublesome to authority, constantly 
overleaping the administrators’ efforts to make resources flow in pre-determined 
directions. Hence, the false gods of fair profits and security of tenure have 
been worshipped as the guardians of commercial holiness. Now, as the dis- 
equilibria are revealed, and as the dismantling of controls permits increasing 
movement, it becomes again the job of the full-blooded entrepreneur to set 
about his proper task of exploiting the anomalies that the national economy 
now presents. It is in the interest of the community that he should do so in 
order that the national resources should be efficiently deployed. 

The characteristic of most “‘ take-over ”’ situations is that the distortions 
caused by the broad influences mentioned above have been exaggerated by 
specific ones—notably the peculiar structure as well as the weight of taxation 
(especially E.P.L. and profits tax), control of capital issues and dividend 
limitation, and physical controls of the kind that specifically impinge upon 
property, such as building licences and town and country planning. It has 
long been apparent that one result of these distortions, especially of the 
financial ones, has been to lead directors of many concerns to retain in the 
business a much larger proportion of current earnings than they used to do. 
But a second consequence, though closely related to the first, is only now 
becoming fully appreciated in the business world. As compared with pre-war 
days, the relationship between capital values and current profits and, in even 
greater degree, between capital values and prospective profits, has been 
entirely transformed. Thus, to take a direct example, many decent-quality, 
ungeared, equities of the smaller companies are floated nowadays on a gross 
earnings yield basis of up to 40 per cent., and the investor can buy excellent 
industrials on the market offering gross earnings yields exceeding 25 per cent. 
and showing very wide differences between concerns of similar standing. 
Such gross yields were unheard of in the past, when brokers would recommend 
switches on the basis of a 3 per cent. difference in earnings yield. 

From the fact that gross earnings are so lightly regarded, it follows that 
prospective earnings—e.g. the profits that may be expected if and when some 
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property owned by a company is developed—are considered even less. When 
current earnings are so cheap, who can be expected to pay much for potential 
earnings ? Under to-day’s conditions, a wide gap yawns between a develop- 
ment idea and its profitable fulfilment. If the planning permission and building 
licences are forthcoming, there is the hurdle of the C.I.C.—whose guiding 
directives are liable to change during the development period. And if the 
project is commercially successful, who knows what brands of profits tax, 
dividend limitation or penalization of capital gain will be imposed when the 
cake is ready to be cut ? 


EARNINGS YIELDS AND ASSET VALUES 

Herein lies one of the elements that commonly gives rise to a “ take-over 
situation "' in a market sense. This decline in the capital value put by the 
market upon a given level of current gross profits (partly because of taxation 
factors) and the still bigger decline in its valuation of prospective profits (because 
of the special difficulties and uncertainties of development) have necessarily 
had the result that a far larger proportion of the market price of a business 
or the price of its shares on the stock exchanges is now represented by the 
actual realizable value of its assets. In contrast to the experience of pre-war 
days, when one issue after another merited criticism for the “ water ’’ element 
it contained, the majority of current issues show that the net worth usually 
represents the whole or the major part of the capitalization of the business at 
the issue price. Obviously, new propositions would not as a rule come to 
market at all if their net worth showed an actual excess. But that situation 
does obtain in the case of long-quoted concerns; for many of them, the market 
capitalization of earning power is much below the net worth of the assets even 
in their existing use, whilst the gap may be very large indeed if possible alter- 
native uses of the properties are taken into account. In other words, there 
may be the makings of a take-over situation even where the questions of 
alternative uses or severance of assets are not significant. Given the market’s 
respect for dividend yields and its relative indifference to earnings yields, a 
bidder may find scope for profitable attack solely in the excessive conservatism 
of a board’s dividend policy—as many recent threats of such attack, or mere 
directorial fears of attack, have demonstrated. 

But where the possibility of alternative use of properties looks promising, 
another and often more potent element combines with the first. The dis- 
equilibrium is then widened from both ends at once—by the decline in the 
market valuation of earnings and the inflation of the market value of specific 
assets. During the couverture period of semi-planning and inflation, there was 
naturally a wide divergence between the rise of values and earning power of 
different kinds of property, using the word property both in its narrow and in 
its widest sense. With restrictions on movement and development during 
such a long period of depreciating money, it would be a matter for surprise 
if the general distribution of resources of any business of which the main 
pattern has been thus frozen since before the war happened to be right for 
to-day. And, of course, many businesses having a large stake in real property 
would be quite unable to raise the capital to replace their assets if they had to 
do so on the strength of their current business earnings. The point was put 
quite neatly, though perhaps with implications he did not altogether intend, 
by a leading retail store executive some months ago. If, he said in effect, 
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retail stores had to pay an economic rent for their properties at to-day's 
values, many of them could not make an adequate profit. The Savoy directors 
of course made a precisely comparable point in one of their pronouncements 
last month. 

[n all these circumstances the proprietors of a business would frequently 
be better off if the full potential of the assets of the undertaking could be 
realized. Sometimes that object could be achieved if the management were 
more flexible and energetic. But not every board has the necessary experience 
or entrepreneurial é/an after so many years of cosy security. In other cases 
nothing but the liquidation of the business or radical upheaval in its affairs 
would suffice. What happens, in fact, depends in the first place on the ability 
and in the second place on the vested interests of the persons who manage 
the particular concern—as a general rule, that is to say, it depends upon the 
directors. By and large, it is usually only where there is a cleavage of interest 
between the proprietors and their appointed stewards that there is the material 
for a public affray. As all practitioners in the take-over or “ deal” traftic 
will agree, as a rule the crucial point in such negotiations, for all that may be 
said to the contrary, is whether directors threatened with displacement feel 
that they will be adequately looked after. In particular businesses, the problem 
may generally be conceived as one aspect of the divorce between ownership 
and management—the management revolution, and the virtual helplessness 
to which it has reduced the rank and file of unorganized shareholders. For 
the shareholders to get their due waits until someone masses enough voting 
power in one hand to force action. 


CONFUSED THINKING IN THE CITY 

It is this aspect of many take-over situations, one suspects, that bemuses 
the considerable number of City men and industrialists who inveigh against 
this traffic and demand that it should be “ stopped” or “ controlled ’’, and 
yet who in other contexts are lusty critics of those very authorities—for 
example, the Capital Issues Committee or the Ministry of Works—that fetter 
the use of resources and property. In these other contexts they are the first 
to proclaim that such control of resources according to “ planned "’ priorities, 
thereby frustrating the market economy and inhibiting enterprise, does not 
produce the optimum economic usage and is socially wasteful. They contend 
that such deliberate distortion can be tolerated only so long as quite excep- 
tional overriding conditions make it necessary to bear the very high real 
cost involved, or where in particular circumstances the human facts appear 
to justify some ad hoc intervention. They tail to see that take-overs are 
merely part of the market process that they advocate and that they should 
not therefore be discouraged, except in similar highly special circumstances. 

Those who characterize take-over deals as “‘ disruptive of the basic solidity 
of business ’’ would not, one presumes, seek to interfere with any decisions 
that might be taken by sitting boards of directors. For example, no criticism 
of the type that has become familiar in these discussions would be levelled in 
a case where a resident board decided to sell a freehold property and take 
back a lease, whether the purpose of the transactions was to make a capital 
return to shareholders or to use the proceeds for the general purposes of the 
business. There have been numerous operations of this kind in recent years. 
Nor is it likely that any plaint about the loss of dollar earnings would have 
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been raised if the directors of the Savoy had themselves decided that the 
Berkeley Hotel property would be more remuneratively employed if the 
present building were replaced by a block of offices. Again, has one word of 
complaint ever been voiced in Press or Parliament when a board has proposed 
a winding up of a company on the ground that the earnings of the business 
were not commensurate with the value of the resources employed? Such 
directors have generally been commended for their objectivity. 

Understandable sympathy for the people who have spent large parts of 
their lives in the service of a concern has led to other lines of argument 
almost equally vulnerable to criticism. One way and another the retiring 
directors usually manage to make an adequate deal for themselves; that 1s 
assured by the fact that their support or opposition is often crucial to the buyer. 
The employees usually have no such special lever, and the suggestion has been 
made that in some take-overs the interests of the employees should prevail 
over the interests of the proprietors; the dictum that a company is something 
greater than the collective interests of the proprietors had been mentioned in 
this connection, But in this matter, as in the question of the disposition of a 
company’s assets, there is no sound reason for looking at the problem specifically 
in relation to take-over deals. For the last twenty odd vears, every successive 
Chancellor and President of the Board of Trade has urged in every possible 
context the desperate and vital need for efficiency in industry—that is to say, 
for the most effective use of resources of men and material. Take-overs 
apart, no responsible critic would think of contending that an uneconomic 
business should be carried on, or an economically necessary amalgamation 
refused, solely on the ground that otherwise employees would lose their jobs 
—not, at least, unless the change would utterly paralyse the employment 
situation of a large locality. 

On the other hand, if it is contended that directors should invite the Members 
to agree that proper provision should be made for employees who stand to 
lose their job, the matter is on a different plane. Especially where there are 
not evident opportunities for alternative employment in the region, most 
people would feel that there is a moral duty upon directors to ensure, so far 
as lies within their power, that any plan, amalgamation, take-over or whatever 
it may be, that they initiate or support should discharge this responsibility. 


ABUSES--AND THE PROBLEM OF STOPPING THEM 

Many of the questions so widely debated recently have, therefore, little to do 
with the intrinsic merits of the take-over process, either generally or in any 
particular case. They resolve themselves into the merits or demerits of changes 
of ownership and management. Every sort of commercial reshuffle and 
amalgamation involves such changes. It follows, therefore, that the objectors 
to take-over bids and similar operations are really proposing, though often not 
consciously, that some “ authority should screen the parties concerned in 
these particular projects (though not other projects for change) and adjudicate 
on their plans. One wonders what time qualification would have to be imposed 
before a new management that had secured such approval would be deemed 
free to dispose of the resources at its command. In assessing the merits of each 
case, the adjudicators would obviously have to take into account the personality 
and past behaviour of the would-be intruders, and the suitability of their 
business qualifications to operate or control the business they wished to acquire. 
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Obviously, it will be said, nobody envisages grandmotherly petty inter- 
ferences of that sort. And that certainly was not the intent of last month's 
intervention by the Old Lady. It has to be admitted that some kinds of take- 
over traffic are clearly undesirable. That emphatically does not mean that 
all projects should be put through an authoritarian sieve; but it does impose 
a special responsibility upon third parties—especially lenders—to keep wide 
awake and to observe a sensible discrimination. That, perhaps, was the whole 
purpose of the Bank of England’s request to the banks and the insurance 
companies—to exhort them not to encourage mere gambling operations or 
take-overs whose object is merely to strip a concern of its liquid assets and 
leave it staggering along under the burden of heavy rent-charges in place of 
its freehold properties. All such schemes do, it 1s urged, is to put a tax-free 
profit in the hands of the manipulators who have no thought for the real 
interests of the business. 

Yet it may well be asked how the insurance companies are supposed to 
distinguish deals of this kind from others that contain some beneficent principle ; 
and also whether it is supposed that their discretion should be exercised 
individually or in concert. If the former, how are the managers of a particular 
fund to know that their refusal of business that is sound and attractive by 
their normal investment criteria would not merely transfer the project to a 
more liberal-mimded competitor ? If the latter, is it really sound policy to 
try to turn investment managers into a league of censors exercising a monopo- 
listic dictatorship over the operations of big business 2 The conception ts 
unsound in principle and unworkable in practice. Where is such an inquisition 
to begin or end? Are parties who buy properties that come into the market 
as a result of such operations to be black-balled, and for how long? Are all 
deals that yield a speculative profit to the operators to be barred or, alterna- 
tively, what proportionate element of speculation is to be admissible, and 
how measured ? . 

In the case of banks, it may be argued, perhaps, that the new request 
merely adds another to the criteria that are already applied within the terms 
of the Chancellor's directive. But screening by the banks, though open to 
deep objection in principle, is not so invidious and objectionable as that bv 
Insurance companies. The market in properties and property finance is a very 
real and active piece of our financial fluidity, and it is quite a damaging matter 
to put people who are doing large business deals of all kinds under the necessity 
of having their affairs criticized by the managers of insurance funds; for, 
necessarily, any probe would have to extend beyond the particular piece of 
business offered. 

But in any case, the critical question here is whether there is any means 
at all of discouraging or stopping obnoxious transactions that would not at 
the same time seriously and haphazardly impede the vital and socially necessary 
process of adjustment. Is the degree of ‘“‘ speculative element ”’ really a useful 
criterion ? In practice, there is hardly ever a deal that is wholly speculative 
in the sense that it yields nothing at all except an adventitious profit to the 
‘“ worthless " manipulator. The owners of a business, even if mere birds of 
passage, will in their own interest try to get the utmost value from their 
property, and will not recklessly throw away a valuable or potentially valuable 
business. Even the most cold-blooded and ruthless schemes for severance 
generally provide for something to be done about the rump of the business, 
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for example by amalgamating it with another concern in the same line. 
Whether this particular objective is put on the front page or at the end matters 
nothing. From the point of view of the national interest there can be no 
disputing that if two separate businesses can be united in such a way as to 
render surplus all the properties of one undertaking, all its liquid assets and 
most of its staff, the result is in all probability more efficient use of the retained 
resources coupled with release of resources for redeployment in some other 
productive field. That is the really important result. The fact that Mr. X 
has made a large profit and retired from the scene is purely incidental, though 
that is less obvious, perhaps, if there is no rump and the end is mere liquida- 
tion; but then the probable truth of the matter is that the undertaking was 
emploving resources so wastefully that it was in the national interest that it 
should die. 

Ability to buy and willingness to sell should therefore govern all business 
bids and offers, including those negotiated through the machinery of the 
stock exchange. But it is of the highest importance that the decencies of 
commerce should be observed by all concerned; and, admittedly, there have 
been some ugly incidents. But in this as in other spheres it is difficult to bring 
to book those who exploit the cupidity of the investor and speculator in the 
street by false rumours, by spurious bids intended to be withdrawn when the 
operators have cashed in on the rise, or by directorial misrepresentation of the 
qualifications attached to serious bids. The best protection here probably 
lies in the normal discretionary powers of the Stock Exchange authorities— 
plus the vigilance of the financial press. 

There can, of course, be no criticism where the intending bidders buy in 
the market in advance of formal offers, though it mav often be injudicious to 
do so because the bigger the gap between the market price of the shares and 
the bid price the greater the likelihood of acceptance. However, in some 
cases a sufficiently large proportion can be bought in the ordinary course of 
business to put the outcome of the bid almost beyond doubt. In the most 
acceptable tvpe of operation, no breath disturbs the market until the formal 
offer goes out—but so many people have to take one part or another in the 
preliminary negotiations that someone or other usually succumbs to the 
temptation to help himself. Some have urged that directors should make 
an announcement that negotiations are in course; but there are many reasons 
why such a statement may be misleading or damaging to the negotiations if 
made too early in the proceedings. Again, the matter ts essentially one that 
can only be left to the discretion and sense of propriety of the directors. 

Finally, it is sometimes asked why the sitting directors themselves do not 
take steps themselves to mobilize locked-up asset values. Naturally the 
circumstances vary widely in each case. Where the necessary steps involve 
the realization of properties and sale or amalgamation of the rump, the effect 
would merely be to put themselves out of a job. Tactically they are at a 
serious disadvantage in the matter of compensation as compared with their 
situation if a proposition comes from outside. Without an amalgamation, or 
additional external support from outside, there may be genuine doubt whether 
the weakened structure of the undertaking resulting from the mobilization 
and distribution of capital assets can be justified, or, at any rate, whether such 
an operation is worth while in the tax and other circumstances of the concern 
In its existing form. Superficially, where gross earnings yields on market 








WHY ATTACK “TAKE-OVERS’”’? 25 





values are so high, there ought to be a substantial gain by leasing properties 
on a 7—g per cent. basis instead of holding freeholds. But this benefit often 
cannot be passed on to the proprietors so easily, whether in additional dividend 
or part return of capital. Apart altogether from the exhortations for dividend 
limitation, the directors have to weigh the incidence of profits tax with its 
threat of retrospective loss of non-distribution relief; the wisdom of conserving 
resources because of doubts about their future ability to raise capital in a con- 
trolled market; and the general difficulty of accumulating capital out of excess 
income. But, while the directors may be swayed thus, the circumstances of 
buyers for control may, for a variety of reasons, be such that they do not have 
to heed these impediments. If that is so, it is in principle in the national 
interest that they should have the right to intervene—if they can pay a high 
enough price to displace the existing proprietors. Or even, indeed, if their 
intervention (and profit) still leaves the original directors in control—but with 
a new and compelling force behind their entrepreneurial zeal. 








Legal Aspects of Take-over Bids 
By Spencer (,. Maurice 


HE spectacular dealings in Savoy Hotel shares in November and December 
Ty exouned public interest to an extent rarely evoked by City activity. 
Although “ the great object ’’ (as an eminent judge once put it*) of the 
establishment of joint stock companies is to provide for the transferability of 
shares, sustained heavy purchases, especially by one individual or company, 
inevitably arouse public interest—and usually, as in the Savoy case, sus- 
picion of the motives of the financier who buys to seek control. When the bid 
is met by opposition from the directors, and they prepare to take extreme 
measures to resist it, the interest 1s the greater, for then the directors lay 
themselves open to criticism. The purpose of this article, it should be empha- 
sized, is not to consider the rights and wrongs of the Savoy case, for judgment 
of any one case of this kind must depend upon the particular circumstances 
involved. But these cases do raise broad issues of high principle and policy, 
and this article attempts to examine in wholly general terms some legal aspects 
of any attempt to gain control of a public company and any resistance to it. 
First, however, it is desirable to consider two closely related matters— 
the powers that exist to procure investigation of a company’s affairs and the 
particular power to ascertain and disclose where control really resides. The 
Companies Act of 1948 recognizes the fact that it is in the public interest as 
well as in the interest of shareholders and creditors that the affairs of a company 
should be open to investigation; extensive powers for such investigation are 
vested in the Board of Trade by sections 164-175 of the Act. These powers 
may be called in aid by either interested party of a take-over bid; they may 
be used to inquire both into the motives of a heavy buyer of shares and into 
the conduct of directors. 
- * Lord Blackburn in /n re Bahia and San Francisco Rail Company Limited (1808), L.R. 3 Q.B. 
584, 595. 
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The Board of Trade is empowered by section 164 of the 1948 Act to 
appoint inspectors of a company’s affairs on the application of members. It 
is notable that the provisions as to who may apply ignore all questions of 
voting rights; the section is accordingly of particular value in a case where an 
investigation is felt to be needed by members who have no voting rights, or 
only restricted rights, and who are not represented on the board of directors, 
but who yet have substantial interests in the company.* Under section 165 of 
the Act the Board of Trade has very wide powers. It is required to make 
an investigation and to report if the company by special resolution or the 
Court by order declares that an investigation ought to take place; and it 1s 
also empowered to do so if there are circumstances that suggest that the 
company’s business is being conducted with intent to defraud creditors, or 
otherwise fraudulently or unlawfully or 1n a manner oppressive of any of its 
members, or that it was formed for a fraudulent or unlawful purpose, or that 
its officers have been guilty of fraud or misfeasance, or that the shareholders 
have not been given such information as they might reasonably expect. 
Section 166 recognizes that the device of a holding company with subsidiaries 
—as defined by section 154—may cloak the true state of things and extends 
the power of inspectors of the Board of Trade to enable them to investigate 
the affairs of companies related to the company that is the primary object of 
their inquiries. 

Sub-sections (1) and (2) of section 169 of the 1948 Act provide for the 
prosecution of persons who from the inspectors’ reports appear to be guilty of 
a criminal offence, and sub-section (3) empowers the Board, 1n a case where 
an investigation has been made under section 165 due to suspicion of fraud 
or misfeasance, to present a petition for the winding up of the company by 
the Court or for an order under section 210 for the future regulation of the 
company’s affairs. Sub-section (4) enables the Board in a case where it appears 
in the public interest to do so to bring proceedings in the name of the company 
for the recovery of damages in respect of any fraud, misfeasance or other mis- 
conduct in its promotion or formation or in the management of its affairs, or 
for the recovery of any of the company’s property that has been misapplied or 
wrongfully retained. 

There are cases in which it is not clear where real control of the company 
lies. There is nothing to prevent a person buying shares through a nominee 
or through a series of nominees. By virtue of section 117 of the Act, no notice 
of any trust can be entered on the register of a company registered in England, 
so that a person who ts really in control of a company can, by hiding behind 
nominees, conceal his identity. Such conduct may well be undesirable— 
possibly fraudulent—and the dangers inherent in the practice are recognized 
by sections 172 and 173, which endow the Board with powers to investigate 
the membership of a company; these include power to require from persons 
interested in the company’s shares and debentures information that will lead 
to the disclosure of the true ownership of these shares. 

Quite apart from these statutory provisions, the conduct of the officers 
of a company may be impeached by virtue of the fact that the position that 
they occupy Is a fiduciary one. As Sir John Romilly, M. R., said in York and 








* The application must command the support of not less than 200 members or of holders of 
not less than 1o per cent. of the shares issued. 
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North Midland Railway v. Hudson (1853), 16 Beav. 485, 491: “‘. . . The 
directors are persons selected to manage the affairs of the company, for the 
benefit of the shareholders; it is an office of trust, which, if they undertake, it 
is their duty to perform fully and entirely ”. 


POWERS OF DIRECTORS—AND THEIR LIMITATIONS 

For the performance of their duties directors normally, and of necessity, 
have wide powers—as article 80 of Table A bears witness. Although improper 
or unwise acts by directors may result in their removal by the company in 
general meeting, they can, in practice, normally command a majority vote 
and then, provided that they act intra vires the company, their position may 
be virtually unassailable. For as the learned editor of Palmer’s Company 
Law, 19th edn., at p. 228, says (and in so saying in effect re-states the rule in 
Foss v. Harbcttle (1843), 2 Hare 461): “‘ It is a cardinal rule of corporation law 
that prima facie a majority of its members is entitled to exercise the powers 
of the corporation, and generally to control its operations’. It should be 
added that there are some necessary modifications of this rule—no majority 
is entitled to commit a fraud on the minority or to sanction an act that is 
ultra vires the company. 

In practice, moreover, it is not only the directors commanding a majority 
who are in a position to take on their own initiative drastic steps that should 
morally, if not legally, first receive the sanction of the company. But, by 
virtue of their fiduciary position, directors who act in such a fashion take a 
serious risk; for if what they do is challenged, and they cannot obtain the 
ratification of a majority vote and say genuinely that their acts were governed 
by consideration of the good of the company and not their own personal 
advantage, the Court may in equity set their actions aside so far as it is possible 
todoso. thus the judgment of Peterson, J., in Prercy v. S. Mills and Company, 
Limited [1920], 1 Ch. 77, is authority for saying that directors must not use 
their powers as such to take steps that have as their purpose merely the 
maintenance of control by those directors or their friends over the affairs of 
the company, or the defeat of the wishes of the existing majority of share- 
holders. For them to act in that way would be to commit a breach of their 
fiduciary duty and an aggrieved party who holds a majority of the shares 
could then sue to have their actions set aside. Possibly even a minority share- 
holder might successfully impeach such an attempt to maintain control, 
though it is surmised that he would fail if the directors in their actions had the 
support of the majority, unless there was fraud. Alternatively, an aggrieved 
shareholder might, it seems, now petition under section 210 of the Act for an 
order regulating the affairs of the company, though it is clear that the Court 
may make an order under this section only when the circumstances justify a 
winding up, which the Court will not be inclined to order when the company 
is a prosperous concern. (This fact has been emphasized by the decision of the 
First Division of the Court of Session in Elder and Others v. Elder and Watson, 
Linuted, 1952 S. C. 49.) At all events it seems that the person aggrieved may 
be able to obtain an investigation under section 164 or 165, to which reference 
has already been made. 

It appears possible that the acts of directors, if not supported by a majority 
vote, may be set aside as being against the interests of the company even 
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though the directors believed themselves to be acting in the company’s best 
interests; Piercy v. S. Mills and Company, Limited, is some authority for such 
a proposition, but it is submitted that each case where the directors act bona 
fide (though possibly unwisely) must stand on its own facts. Certainly, however, 
it seems that directors whose actions were aimed at retaining control in their 
own hands might have a hard task in satisfying the Court that their own 
interests played a wholly subsidiary part in guiding them in their actions. 

How far may directors go to counter the actions of any person that they 
know to be seeking control for a purpose that they do not approve ? If that 
purpose concerns particular assets of the company, it is doubtful whether 
directors may legitimately take steps to put those assets beyond the bidder’s 
reach. For to do so must of necessity be to put them outside the company’s 
control, and when the method employed is the promotion of a new company 
to which the assets are sold for shares carrying no voting rights there is at 
least a prima facie case for saying that the assets have been disposed of for a 
consideration that is illusory. Since this is so, the sale cannot be for the good of 
the company that owned and controlled the assets, and the sale must amount to 
a breach of trust. It may be observed, moreover, that one company cannot 
promote another unless it 1s expressly empowered by its constitution to do so. 
(Joint Stock Discount Company v. Brown (1869), L. R. 8 Eq. 381.) 

If such a transfer of assets is in fact made, and the transaction is completed 
by conveyance or delivery of the assets, it falls to be considered what power, 
if any, the original company has to set the transfer aside. It is conceived that 
the transaction will probably be tntra vires, since a company normally has 
power to Sell its assets; and, provided there is some consideration, the transac- 
tion cannot then be assailed as ultra vires merely because the consideration is 
illusory. Any attack on that particular ground has to proceed by a different 
route, discussed below. It may, however, perhaps be observed here that it is 
apparent from the advice of the Judicial Committee of the Privy Council in 
Ayers v. The South Australian Banking Company (1871), L. R. 3 P. C. 548, 558, 
559, that even where a transfer of property is ultra vires, the transferee’s title 
to it is complete. In that case, Mellish, L. J., delivering the advice of the 
Committee, refused to accept a submission that property in chattels had not 
passed because the transaction was ultra vires the respondent bank’s charter, 
and pointed to the lamentable consequences that would arise if it was held 
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otherwise: for example, transactions of the most honest description whereby 
the property was subsequently transferred to third parties might be set aside. 
Even so, the learned editor of Buckley on the Companies Acts, 12th edn., at 
p. 24, wonders whether money paid or property conveyed under an arrange- 
ment that is ultra vires might not be recoverable on the basis of money had 
and received, and refers to In re Phoenix Life Assurance Company (1862), 
2 John. & H. 441, and Flood v. Inish Provident Assurance Company, Limited 
rg12], 2 Ch. 597, note, as authority for this. And from Sinclair v. Brougham 
and Another [1914], A. C. 398, it is apparent that money in the hands of a 
company, even by virtue of a contract of borrowing that is ultra vires, may be 
recovered by the lender by means of a tracing order if it, or property purchased 
with it, is identifiable in the hands of the company: see in particular the 
judgment of Lord Parker of Waddington at pp. 439 e¢ seq. 


TRANSFER OF TRusT FUNDS 

Where the transferee is aware that the transfer is effected in circumstances 
that amount to a breach of trust on the part of those who promote it (whether 
or not the transaction is ultra vires), the transaction may, quite apart from 
any question of an action for money had and received or a tracing order, be 
set aside on the basis that the directors who authorized the transfer were 
acting in breach of their fiduciary duty as trustees for the company and the 
transferee was the recipient of trust property otherwise than in good faith, 
as well as for value. This is clear from the judgment of Sir George Jessel, 
M. R., in the Court of Chancery in Russell v. Wakefield Waterworks Company 
(1875), L. R. 20 Eq. 474, 479, where he said: ‘“‘ In this Court the money of 
the company is a trust fund, because it is applicable only to the special purposes 
of the company in the hands of the agents of the company, and it is in that 
sense a trust fund applicable by them to those special purposes; and a person 
taking it from them with notice that it is being applied to other purposes 
cannot in this Court say that he is not a constructive trustee’. In such a 
case, moreover, the transferee is properly made a party to the proceedings: 
see Salomons v. Laing (1850), 12 Beav. 377. Furthermore, Sir George Jessel, 
M. R., pointed out in Russell v. Wakefield Waterworks Company, that although 
the g neral rule, to be found in Foss v. Harbottle, is that in such a case it is the 
company that, as cestui que trust, must sue, and not individual corporators, 
nevertheless Sir James Wigram, V.-C., accepted (2 Hare, 491, 492) that there 
might be exceptional cases where justice could be obtained only by permitting 
an action to be pursued by members of the company. Similarly, where it is 
sougut to restrain a company from committing an act that would be wltra 
vires, a single member may sue: see Simpson v. Westminster Palace Hotel 
Company (1860), 8 H. L. C. 712. 

Law and equity have thus between them clearly provided such safeguards 
as to ensure that a company’s affairs shall not be conducted in such a way 
as to defraud creditors, or oppress a minority, or amount to a breach by the 
directors of the fiduciary duty that they owe towards the company itself. But 
it is no less clear that, provided only that he keeps within the limits laid down 
by law and equity, he who commands the majority vote may rule. It is a 
regrettable fact that acts may be done within those limits that nevertheless 
do not redound to the good of the company as a whole. 
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Clouded Outlook for the Reserves 
By A. R. Conan 


T is perhaps typical of the looseness of the sterling area arrangement that 

trends in the movements of its central reserves, the gold and dollar pool, 

should be somewhat laborious to ascertain. The United Kingdom White 
Paper on the balance of payments does indeed show in detail the make-up of 
Britain’s own dollar balance, and it also shows the net dollar earnings of the 
Colonies as a group. But no particulars are disclosed for other sterling coun- 
tries such as would locate any actual or potential weaknesses in the system. 
Yet these details are vital to any serious analysis of the future prospects of 
the sterling area. At present the full picture can be drawn only laboriously, 
and with some time-lag, by combining data compiled from the statistics of 
the individual countries. This article attempts to collate this scattered 
material in order to present a coherent picture of existing trends in the sterling 
area’s dollar account—and to trace their implications for future policy. 

It is useful as a first step to consider the limitations of the standard source 
of information, the United Kingdom White Paper on the balance of payments. 
Although that document does give the total dollar balance of the overseas 
sterling countries as a whole, this total has only a limited significance. There 
are three reasons for this. First, the total neither fully includes nor fully 
excludes South Africa. South Africa is unique among sterling countries in 
being responsible for settling its own dollar deficit, but certain of its payments 
to ‘‘ third ’’ countries—including those to countries in the European Payments 
Union—may be effected through London and are then offset by an equivalent 
transfer of gold from South Africa. The U.K. White Paper’s reckoning of 
the dollar balance of the overseas sterling area excludes South Africa’s direct 
dollar payments, but includes those made through London. Secondly, since the 
White Paper’s figure for the total dollar balance (surplus or deficit) of the overseas 
sterling area includes both current and capital items, it affords no indication 
of the part played by dollar capital and obscures the true state of the current 
account. Finally, the figures shown for gold sales to the United Kingdom by 
the gold-producing members of the sterling area do not represent gross receipts 
of gold from them, since they exclude certain offsetting transactions such 
as the South African compensation of its “‘ London”’ deficit; and, except 
for the separate statement of group totals for the dependent and other terri- 
tories, no particulars are given of the sources of supply of this gold or of changes 
in receipts from each source. 

A meaningful picture of trends in the sterling area’s balance with the 
dollar area can thus be drawn only from the balance of payments statistics for 
the individual sterling countries themselves. A summary derived from these 
sources is given in Table I, which purports to show each country’s contributions 
to or drafts upon the dollar pool over the three and a half years to mid-1953. 
Official estimates of these transactions are available only for the United 
Kingdom, the Colonies, Australia and India; the figures for the other countries 
are put forward upon the assumption that any net dollar surpluses were 
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wholly pooled and that any residual deficits were fully covered by drawings 
from the pool (for the Colonies, Australia and Southern Rhodesia, “ dollar ” 
contributions are taken to include gold sales to Britain). This is a not unreason- 
able assumption; for although most of the independent sterling countries 
maintain some gold and dollar reserve of their own, these reserves, as a rule, 
are regarded strictly as a last resort and are not run down or reinforced by 
fluctuations in the dollar balance. The aggregate of the several countries’ 
transactions with the dollar pool in any one year shown in Table I does not, 
however, equal the change in the sterling area’s gold and dollar reserves in 
that year; the reserves are further influenced by net receipts of gold from 
South Africa and by gold or dollar settlements with the E.P.U. and with 
other non-dollar countries. 

The trends shown in the table are in line with those analysed in these 
columns three months ago,* in a study of the current balances of payments of 
the several countries (up to end-1952). Here it is only necessary to draw 
attention to the favourable results of 1950; the violent change in Britain's 
own dollar account in the following year; the mixed experience of 1952— 

TABLE I 
CONTRIBUTIONS TO THE DOLLAR POOL 
(U.S. $ Millions) 


1950 195! 1952 1953 
(Jan.-June) 
United Kingdom. . ‘a ws “ - 122 —1,478 — 3384 154 
Colonies .. - - ks ‘a bs 430 4387 385 1605 
Australia .. - - ec As a 31 29 — 50 — 16 
New Zealand i a ts - a 21 23 I 26 
India Ea wn - - = in 77 — 12 —- 118 9 
Pakistan .. ws - a es “i — 20 — 72 — 4! — 20 
Ceylon... ya ws 93 bs i 62 30 I 
Southern Rhodesia - os “a a 14 9 32 n.a. 
Irish Republic... - w os a 1! — 39 - 48 n.a. 
Change in U.K. gold and dollar reserves + 1,612 — 965 — 489 +- 521 


n.a.—not available. 


when a strong improvement in Britain’s account coincided with a further 
deterioration in most of the rest of the sterling area; and the general improve- 
ment in the first half of 1953, except in the Colonies. 

Several major influences have played a dominant part in producing this 
varied experience. The overriding one, of course, was the severe fall in the 
prices of primary products that began in the spring of 1951. As is well known, 
this provoked a decline in 1952 in the value of the dollar exports of all the 
main dollar-earning members of the system, except the United Kingdom. 
Australia’s dollar earnings were cut by $200 millions, or by more than one-half, 
and there was also a relatively heavy reduction in New Zealand’s exports; 
the same was true of India, Pakistan and Ceylon. In the Colonies, however, 
although the reduction in absolute terms was serious (fully $120 millions), the 
proportionate fall was only about 20 per cent. 

Despite the measures projected at the Commonwealth conference of two 
vears ago, there was no corresponding diminution in the sterling area’s dollar 
expenditure in 1952. Whilst the United Kingdom effected a marked reduc- 





* See ‘‘ The Sterling Area after the Boom’”’, by A. R. Conan in THE BANKER, October, 
1953.—ED. 
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tion in its dollar imports, this achievement was not paralleled in the overseas 
sterling area. Indeed, several countries actually increased their dollar imports 
—Australia by nearly $100 millions, India by $68 millions, Ceylon by $15 
millions, with a probable increase by Pakistan also. New Zealand and the 
Colonies achieved a reduction, but only a moderate one. Thus the overseas 
sterling area as a whole (excluding South Africa) actually increased its dollar 
imports in a year when its exports fell by no less than $350 millions. 

The dollar strain imposed by this increase in the adverse balance of pay- 
ments was, however, partially offset by American aid and by a considerable 
net flow of dollar capital into several countries, so that net drawings on the 
dollar pool were smaller than the deterioration in the current dollar balance 
would suggest. The United Kingdom received a total of nearly $350 millions 
in defence aid in 1952, and dollar capital receipts by the Colonies increased 
their current surplus by $25 millions. The Australian current deficit was 
financed to the extent of $75 millions by receipts from the International Bank 
and the International Monetary Fund, and perhaps further by some inflow 
of private capital. Similarly, India’s net drawings on the dollar pool, though 
large, were notabiy less than its current deficit of $250 millions, thanks mainly 
to the American food loan of over $100 millions. Southern Rhodesia’s unusually 
large dollar surplus was, moreover, chiefly attributable to capital receipts, 
which totalled $25 millions net, mainly in loans from the International Bank 
and M.S.A. On the other hand, Ireland, which had received $25 millions in 
American aid in 1951, had none at all in 1952. For the sterling area as a whole, 
the total inflow of dollar capital or gifts seems to have amounted in 1952 to 
over $650 millions, comprising $400 millions to the United Kingdom and 
$250 millions to the overseas sterling area. Plainly, this inflow was a crucial 
factor in determining the final outturn. Yet the net result was unsatisfactory: 
the central reserves ran down by nearly $500 millions. 


LIMITED IMPROVEMENT IN 1953 

The results for the first half of 1953, the latest period for which detailed 
analysis is possible, are rather better; but it would probably be unwise to 
give too much weight to the apparent general improvement. In the first place, 
a substantial improvement had already taken place in the second half of 1952, 
and the dollar position of the independent countries of the overseas sterling 
area actually deteriorated in the first half of 1953—though Britain’s position 
did improve considerably in the half-year. Secondly, the net improvement 
for the area as a whole (again excluding South Africa) was entirely attributable 
to the reduction in imports; there was no expansion in total dollar exports. 
The United Kingdom’s dollar imports in the first half of 1953 were 30 per 
cent. less, and those of the overseas sterling area almost 50 per cent. less, than 
in the corresponding period of 1952. As American export prices have hardly 
fallen, the volume of dollar imports must have been reduced almost corres- 
pondingly. It is by no means clear that they can be indefinitely compressed 
at this level. Even if restrictions on the import of dollar manufactured goods 
are maintained at their present stringency, the recent liberalization of imports 
into the United Kingdom of raw materials such as wheat, cotton, copper and 
aluminium must in time have an adverse effect on Britain’s dollar account. 
There is also the problem of food supplies for India and Pakistan, which have 
lately been received in huge quantities from dollar sources without payment. 
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It is an ominous sign, too, that the surplus of the United Kingdom was 
entirely attributable to receipts of defence aid, and that the surplus of the 
Colonies was 25 per cent. smaller than in the previous year. India, Pakistan 
and Ceylon as a group were still in deficit in the first half of last year; although 
the amount involved was not large, the fact of a deficit takes on significance 
when it is recalled that these countries at one time (before the war) earned 
dollar surpluses on a quite considerable scale. Moreover, the surplus for 
Australia and New Zealand combined was very small and would in any case 
have been wiped out in July by a repayment of a dollar loan of $20 millions 
by Australia. Figures for the half-year are not available for either Southern 
Rhodesia or Ireland, but it seems safe to assume that the surplus normally 
earned by Southern Rhodesia would not have been sufficient to offset [reland’s 
customary deficit. On the whole, therefore, the Colonies apart, no durable 
and substantial surplus had been created in the sterling area up to the first 
half of 1953. 

THE GOLD FLow 

The level of the sterling area’s central gold and dollar reserves depends 
not only on the transactions of its members with the dollar area and with other 
countries with which balances are settled in gold or dollars; it depends also 
on the flow of newly-mined gold from South Africa (which is not reflected in 
Table I) and on the similar flow from other countries of the overseas sterling 
area (which is). Supplies of gold to the dollar pool have in recent years been 
reduced by two main factors: a reduction in the amount received from South 
Africa and a virtual cessation of receipts from other sterling countries. For- 
merly the pool received each year from the Colonies and Australia (in approxi- 
mately equal proportions) gold worth $60 millions, as well as the output of 
Southern Rhodesia (worth nearly $20 millions); but very little is now 
received from the Colonies, none from Australia and probably none from 
Southern Rhodesia. Broadly speaking, the flow of newly-mined metal to the 
pool is now represented by the varying amounts received from South Africa. 

These changes, which are reflected in the figures in the United Kingdom 
White Paper on the balance of payments, may, however, be more apparent 
than real in their ultimate effects upon the level of the gold and dollar reserves. 
The long-lived premium on gold sold in free markets (but that ran off at last 
a couple of months ago) made it profitable for the producers to sell gold to 
foreigners rather than to the Bank of England. To the extent that this gold 
was sold for dollars and that these dollars found their way into the hands of 
central banks and ultimately into the dollar pool, the reduction in gold sales 
to the United Kingdom was of no particular significance—and neither to the 
same extent will be any increase in direct sales that may result from the 
disappearance of the premium. The method of disposal of gold output has, 
however, varied. In 1951, when Australia had a dollar surplus and was chafing 
against the I.M.F.’s effort to restrict premium sales, Australia’s gold output 
was not sold to the pool but added to its own reserves; some further additions 
were made to these reserves during the early part of 1952. If this practice 
were to continue, it would, of course, involve a real loss to the pool. 

Receipts of gold from South Africa are subject to a special arrangement. 
South Africa undertakes to ship to Britain a minimum of $140 millions of gold 
each year, and to supplement that amount by further shipments to the extent 
that it falls short of South Africa’s net requirements for sterling. Part of 
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these gold shipments may represent compensation for South African payments 
via London to dollar and “ transferable account ’’ countries (including members 
of the European Payments Union); thus, not all of the gold received from 
South Africa represents a net gain to the central reserves. The remainder, 
which does reinforce the reserves correspondingly, represents South Africa’s 
net payments due to Britain and South Africa’s net payments due to soft 
currency countries that are settled through London. The difference between 
gross and net receipts of gold can be very considerable; in 1952, South Africa 
sold to the United Kingdom gold worth nearly £80 millions, but the net addition 
to the pool was less than £50 millions. 

This net figure represents only one-third of South Africa’s total gold output, 
and may appear unduly small. In fact, however, the Union's ability to con- 
tribute gold to the pool has been greatly impaired. The amount available 
for this purpose depends primarily on the relationship of dollar needs to gold 


TABLE II 
GOLD AND DOLLAR ACCOUNT OF SOUTH AFRICA 
(U.S. $ Millions) 


Ig50 Ig5lI 1952 
Current balance with dollar area - se . ». = 140 — 250 — 305 
Gold output * .. ‘% ae a 408 403 414 
Current gold and dollar surplus - o - - 2608 123 109 
Net dollar capital inflow - - wa os os 42 5 62 
Net gold contribution to pool f - - o* es Igo n.a. 140 
Gold stocks (end of year) 5s ve o. oe + 197 190 170 


n.a.—not available. 


* Valued at $35 per fine oz. 
fi.e. excluding gold payments to offset South African hard currency expenditure 
incurred through London. 


resources; and the figures given in Table II illustrate how this relationship 
has changed for the worse in the past few years. 

The major adverse factor has been the increase in the balance of payments 
deficit with the dollar area—from $140 millions in 1950 to double that 
figure in the following year (despite exceptionally large dollar exports) and 
to over $300 millions in 1952 (when exports fell heavily). Meanwhile, there 
has been relatively little increase in the output of gold (but the mines in the 
Orange Free State are now beginning to come into operation). The net result 
has been a steady erosion of the Union’s gold and dollar surplus on current 
account from nearly $270 millions in 1950 to less than $110 millions in 1952. 
This surplus has been supplemented, though to a varying degree, by a net 
inflow of dollar capital, but South Africa’s effective contribution to the pool 
was some $50 millions less in 1952 than in 1950. 

Even this reduced volume of gold sales was made possible only by running 
down stocks and by utilizing part of the receipts of dollar capital. For the 
future, there is the expected increase in output of the Orange Free State mines, 
estimated at $70 millions’ worth by 1954-55; but against this there must be 
set the new policy under which from January, 1954, South Africa will end 
discrimination against non-essential dollar imports. Although the official 
view is that this policy should not involve any major increase in Collar exyen- 
diture, it presumably will involve some increase, as the possible scope 
for a switch in trade is very great; dollar imports fell from over $600 
millions in 1948 to less than $350 millions in 1952. It seems at least possible 
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that an increase in dollar imports, some of it at the expense of sterling imports, 
may offset in whole or in part the prospective increase in gold output. 

It is now possible to bring these several analyses together as the basis for 
an assessment of the prospect for the sterling area’s dollar account as a whole 
using the patterns of 1952 as the starting-point for estimation. In that year, 
if all capital, aid and gold items are taken into account, the United Kingdom 
deficit with the dollar area was approximately offset by the surplus of the 
Colonies, leaving an aggregate deficit of more than $200 millions for the rest 
of the sterling area (excluding South Africa and the foreign members of the 
system). This net deficit with the dollar area was met by net receipts of South 
African gold amounting to less than $150 millions. There was thus a shortfall 
of nearly $100 millions—in a year when South Africa contributed to the pool 
more gold than was available from its current surplus and when the inflow of 
dollar aid and capital to the whole sterling area was fairly large. In addition, 
a further $400 millions was required for net gold or dollar payments to Europe 
and other non-dollar areas. 

Reasoning from these figures and from experience in 1953, it is difficult to 
see how the United Kingdom deficit with the dollar area can be less than 
$500 millions when receipts of defence aid dry up; in 1952, with imports 
severely restricted, the current deficit was nearly $800 millions. On present 
trends, the surplus of the Colonies, which averaged under $250 millions in 
both 1948 and 1949, may be no more than $250-300 millions. On this basis 
the combined dollar deficit of the United Kingdom and the Colonies would 
be of the order of $250 millions. 





No RELIEF FROM THE DOMINIONS 

Moreover, in the light of the results of recent years—and bearing in mind 
that the period of post-Korean boom must be regarded as exceptional—it is 
not easy to discern any potential surpluses in the independent countries of the 
overseas sterling area, except on the hypothesis that imports are still more 
severely restricted or that the capital inflow is large. The evidence suggests 
that India and Pakistan may now have a structural dollar deficit; during the 
whole post-war period they achieved a surplus only in 1950. The same may be 
true also of Australia and New Zealand, whose combined deficit was of the 
order of $150-250 millions in the three years up to 1949, and whose surpluses 
in 1950 and 1951 were attributable to the exceptionally high prices for wool. 
The deficit of the Irish Republic should also, in the absence of receipts of 
American aid, probably be regarded as normal; indeed, it will probably tend 
to increase as E.R.P. loans fall due for repayment from 1956 onwards. The 
dollar surplus usually attributable to Ceylon will be limited now that half its 
annual output of rubber (which earned, on average, $40 millions per annum in 
1950-51) 1s being sold to China; the five-year contract still has four years to 
run. The net contribution from Southern Rhodesia cannot be very large, 
unless there is a heavy inflow of dollar capital. Finally, the dollar balance of 
sterling countries as a whole with other areas—and especially with Western 
Europe—cannot in the long run be expected to remain in the surplus attained 
in the first half of 1953. 

The future pattern that probably has to be envisaged thus seems to com- 
prise a fairly considerable deficit with the dollar area for the United Kingdom 
and the Colonies combined plus a further deficit of unknown dimensions 
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attributable to the other members of the pool. The gold that could be con- 
tributed by South Africa from its current output could not bridge more than 
a moderate proportion of the aggregate deficit of the pooling members of the 
system—perhaps not much more than $150 millions. It should be added, 
however, that in the more distant future the contribution from South Africa’s 
mines could rise to a much greater extent, partly because of the new drive 
for uranium. On present estimates, the Union’s output of gold and uranium 
(which in this context is as good as gold) might by 1960 be approaching $300 
millions more than present output. An increment of $150-200 millions in the 
resources available for the pool would, of course, alter the picture very 
considerably. 

As this survey is based on current conditions it does not lie within its 
scope to consider various possibilities that might effect a radical change in the 
prospect before the sterling area. The restoration of something like the pre- 
war relationship between gold and other commodities either by a rise in the 
dollar price of gold or by a heavy fall in international prices would clearly call 
for a fresh assessrient. Again, a very large increase in the inflow of dollar 
capital in one form or another would alleviate (while it lasted) existing dollar 
shortages. But on the facts as they appear at present it seems safe to say 
that the outlook hardly justifies any further extensive relaxation of restrictions 
on dollar imports. 





British Banks in Town and Country 


An Artist’s Sketchbook 
By Geoffrey S. Fletcher 





UR sketchbook this month takes us into the heart of London—a London 

whose celebrated romance has become depressingly hard to find; the 

casual wanderer to-day is likely to strike rather the drabness of the 
Gray’s Inn Road, the vulgarity of modern Regent Street or the squalid affair 
of sixpences and guide books that is the Tower of London. 

St. James’s, however, is an area that retains an indefinable gracious quality 
peculiar to itself. History is very much alive in these quiet byeways. But 
only in recent times, as part of the general spread of commerce westwards, 
has St. James's become markedly attractive to commercial undertakings. 
Perhaps the death of Queen Mary saw the snapping of the last real link that 
held us to a more leisurely past. It was Queen Mary who, before her engage- 
ment to George V, was engaged to the Duke of Clarence and it was the Duke 
of Clarence who was wont to dine with his father, King Edward VII, at number 
thirteen St. James’s Square—in the house that was once Windham’s Club 
and that was last month opened as the West End branch of the National 
Bank of India. 

This Georgian house originally belonged to the Duke of Atholl; in 1836 
the Duke sold it for over seventeen thousand pounds. It was taken over by 
the Government at the beginning of the war and now, under its new banker 
owners, has been restored to some of its Georgian splendour. An interesting 
feature of the building is the pair of decorative non-lamp holders at the foot 
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National Bank of India, St. James’s Square, London 


of the steps; a few doors further along the square, in the house once occupied 
by Pitt, remain the conical iron extinguishers used for putting out the torches 
held by the link-boys. The whole composition of the facade of the house is 
one of solidly imparted dignity; it is difficult to conceive of a more fitting 
building for the second London home of one of the greatest of exchange banks. 
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Australia in the Sterling Area 
By J. O. N. Perkins 


HAT Australia has provided the first overseas venue of a conference of 
"Tcommonweatth Finance Ministers has probably no immediate economic 

or political significance; but, whether intentionally or not, it does draw 
attention to the key position that Australia occupies in the trade and payments 
of the sterling area. Australian trade is not only the most volatile in the 
overseas sterling area, but also the most significant in quantity. And as 
Australia has in most recent years been Britain’s largest market (as well as 
one of its largest suppliers) the swift changes in the pattern and volume of 
Australia’s trade have had particularly close effects upon the economy of 
Britain itself. 

A comparison of the value of Australia’s trade with that of the other n:ain 
sterling countries is given in the accompanying table, from which it will be 
seen that Australia’s trade has fluctuated more widely than that of any 
other sterling country. The range of fluctuation, especially in Australia’s 
exports, is, moreover, actually considerably greater than those annual com- 
parisons suggest. In 1951, for example, exports slumped from a monthly 
average of £79 millions in the first half of the year to an average of £42 millions 
in the second half; and in 1952 the dramatic impact of the import restrictions 
imposed in March of that year reduced imports from a total of £414 millions 
in the first half of the year to £198 millions in the second. In the second half 
of 1951 and at times during the twelve months to mid-1953, Australian exports 
fell below those of India and Malaya. So did Australian imports—indeed, 
they even fell below those of South Africa. But now that the import relaxations 
of last spring and summer have made themselves felt, Australia’s trade has 
resumed its normal leading position in the trade of the overseas sterling area. 

The great improvement in Australia’s external accounts in the year to 
June 30 last—the balance of payments deficit of £468 millions incurred in 
1951-52 was transformed into a surplus of £81 millions in 1952-53—was heavily 
concentrated on the balance with Britain and Western Europe. Australia’s 
contribution to the sterling area’s swing from deficit to surplus in the European 
Payments Union was particularly important. Its balance with the E.P.U. 
area improved by £67 millions between the first half of 1952 and the first 
half of 1953; this much more than offset an actual deterioration, by £16 
millions, in the rest of the overseas sterling area’s balance with the Union. 
Combined with Britain’s own improvement of {106 millions, it enabled the 
sterling area as a whole to improve its E.P.U. position by £157 millions. 

This transformation of Australia’s balance on E.P.U. trade was mainly 
due to the decline in its purchases. Australian exports to E.P.U. countries 
did, it is true, rise from {71 millions in the second half of 1952 to £81 millions 
in the first half of last year, and then accounted for about 29 per cent. (against 
24 per cent.) of the overseas sterling area’s total exports to those countries; 
but Australia’s purchases in this area were especially hard hit by the emergency 
restrictions, and its imports fell from £74 millions in the first half of 1952 to 
only £24 millions in the second half. They remained at this low ebb during 
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the first half of 1953, but the effects of the relaxations of the import restrictions 
are now showing themselves very plainly. In the third quarter of 1953 Austra- 
lia’s imports from Europe were running at more than four times the low 
figure recorded at the beginning of the year. In view of the key position that 
Australia seems to hold in the sterling area’s balance with the E.P.U. this 
deterioration may indeed be one of the main factors behind the sterling area’s 
unexpectedly poor showing in E.P.U. in recent months. 

The least satisfactory aspect of Australia’s balance of payments in 1952-53 
was its trade with the dollar area. A fall of $43 millions in Australia’s dollar 
exports was indeed more than offset by a reduction of $53 millions in dollar 
imports, but the total dollar deficit on current account still amounted to $54 
millions. Purchases of dollars from the International Monetary Fund and loans 
from the World Bank kept Australian drawings on the dollar pool down to 
$12 millions (compared with drawings of $133 millions in 1951-52 and a net 
contribution of $97 millions in the boom year 1950-51). This result 1s doublv 
disappointing. In the first place, the dollar loans will have to be repa‘d, and 
there is unfcrtunately little evidence that they have been used primacily to 
promote Australia’s dollar-earning and dollar-saving capacity by investment 


TRADE OF PRINCIPAL STERLING COUNTRIES 
EXPORTS IMPORTS 


(Monthly averages in ¢ millions) 


1953 | 1953 

1950 195! 1952 Ist 3rd =| 1950 1951 1952 Ist 3rd 

half qtr. | half qtr. 

UK. - ~- 38s 226 227 218 220 | 217 325 290 231 270 
Australia... is 49 60 50 60 51 | 42 63 51 34 42 
India - es 34 48 39 31 31 37 53 50 37 35 
Malaya és 3 35 58 37 30 27 | 28 40 35 32 32 
South Africa ‘<a 15 25 24 24 22* | 26 39 35 35 37" 
New Zealand - 15 20 20 23 13* | 13 17 23 15 Maa. 


* July and August only. 
n.a.—not availab'e. 


in agriculture or mining. Secondly, it is equally disappointing that, even in 
relatively good export years, Australia should have remained in dollar deficit. 
[t is possible that certain fortuitous factors were present—American purchases 
of Australian wool fell during 1952-53 at a time when Australian wool exports 
to other markets rose; but on the whole it seems that, unless sizable exports 
of uranium—or oil—come to the rescue in time, the sterling area cannot look 
to Australia for a net surplus cn its direct dollar trade even in the good years. 
Such contributions to the dollar position of the sterling area as Australia does 
make are more likely to come in the form of a surplus with Europe and possibly 
also—though this is more doubtful in view of Australia’s concentration on 
secondary industry—in the supply of dollar-saving primary commodities to 
Britain and other countries of the sterling area. 

As a source for Britain’s imports, Australia in normal years ranks only 
after Canada and the United States; indeed, in certain periods—including the 
first half of last year—she has actually been Britain’s leading supplier. Certain 
staple Australian exports to Britain—notably wool and -meat—are not directly 
competitive with Canadian or American supplies; but there are a number of 
commodities that Australia sends to Britain in quantity, and might send in 
still larger quantity, that are at present among Britain’s most irreplaceable 
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dollar imports. Wheat and non-ferrous metals are the outstanding examples 
here; and it is in increased exports of these commodities to Britain that 
Australia could make a most important contribution to the dollar equilibrium 
of the sterling area. 

But Australia’s most significant role in trade relations with Britain is as 
chief customer. Even during the period of severest Australian import cuts, 
Britain sold to Australia only slightly less than it did to either the United 
States or Canada. The significance of Australia’s position as the leading 
British export market les in its effect on British exports to dollar markets. 
Since the United States and Canada are respectively Britain’s second and third 
largest markets, there is adequate scope, in a quantitative sense, for the 
diversion of British exports from the Australian to the dollar market-—but the 
opposite switch is also possible. Many of the most important British exports 
—such as textiles, certain vehicles, chemicals, pottery and non-ferrous metal 
manufactures—are exported in quantity to all three markets; whilst others, 
such as machinery, are sent to both Canada and Australia. This pattern of 
trade suggests potential opportunities for a reinforcement of the sterling 
area’s dollar position if Australia’s demands can be kept within bounds— 
but it also holds a threat to that position if Australia’s pre-emption of supplies is 
renewed. 

Some evidence of the relationship between the pulling power of the 
Australian market and the volume of British dollar exports has been furnished 
in the past two years. In the spring of 1952 British exporters saw their long- 
established Australian market all but fall away from under their fret; the 
import restrictions dramatically reduced British exports to Australia f-om the 
boom level of a monthly average over £343 millions in the first quarter of 
1952 to an average of around {13 millions in the last three-quarters of the 
year. In the first half of 1953, there was only a minor recovery, to an average 
of £153 millions. 

It must surely be more than mere coincidence that in this phase when 
total British exports were falling, and exports to Australia were very low 
indeed, those to the United States and Canada together were rising fairly 
steadily. They climbed from a monthly average of around {25 millions in the 
first quarter of 1952 to one of {28 millions in the last quarter and, after a 
slight drop early in 1953, rose to over £30 millions in the second quarter of 
the year. This expansion was not made up only of capital goods; exports to 
dollar markets of consumer goods, including cotton and woollen textiles, 
increased substantially. It would be naive to attribute this movement solely 
to the easing of pressure from the Australian market; but it may be significant 
that in the third quarter of 1953, when Britain’s exports to Australia started 
picking up again, those to North America dropped back to an average of £28 
millions. At that early stage, the incipient recession in the United States can 
hardly have exerted any important influence upon Britain’s dollar exports, as 
distinct from those of the overseas sterling area. The connection between 
easy selling in Australia and the state of the gold reserves seems closer than 
cither the Australian consumer or the British manufacturer usually cares 
to admit. 

Moreover, the phase of stringent import restrictions tended to encourage 
Australian secondary industry still further; and to the extent that this 
development pre-empted resources that would otherwise have been available 
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for primary production, there will be an eventual offset to the immediate 
gains from Britain’s increase in dollar earnings. The effect of the temporary 
shelter of the restrictions on Australian demands for permanent protection is 
often exaggerated; but there can be no doubt that those restrictions did have 
more than an ephemeral impact. Significantly, the relaxations have been 
deliberately arranged to favour imports of capital goods, and to a less extent 
certain consumer goods, such as pottery, that are not produced in any quantity 
within Australia. Imports of all the important classes of consumer goods did 
recover markedly in the third quarter of 1953, though they remained well 
below the high levels of 1951-52 and still generally below those of 1950-5rI. 
Imports of machinery on the other hand, showed a pronounced rise in the 
period immediately after the restrictions were eased and seem lately to have 
been running well above their rate in both 1950-51 and 1951-52. 


WHO DEMANDS PROTECTION ? 

The change in the composition of Australia’s imports since the period 
before the import cuts is only partly attributable to the slightly longer period 
of protection that the consumer goods industries have enjoyed; the change 
also has a certain economic base. Some of the expanded Australian production 
does seem likely to be able to withstand competition from imports; a notable 
case in point is the production of electrical household appliances. The state- 
ments by interested manufacturers about the vulnerability of Australian 
secondary industries to competition from exports were n many cases exag- 
gerated. Some industries—notably textile manufacturing and certain metal 
manufacturing industries—that received a reprieve from severe competition 
from imports when the cuts were imposed have, it is true, applied for additional 
tariff protection, even though imports of less essential goods are still limited 
to 50 per cent. of their level in 1950-51. It is fair to assume that some of these 
demands will be met. But on the whole there does not appear to have been 
any substantial new investment by Australian manufacturers under the shelter 
of the import restrictions—if only because of the depressing effect of the 
enormous accumulation of stocks of imported goods before the guillotine fell. 

What does seem to have happened is that there has been a considerable 
amount of additional investment by British manufacturers of consumer goods 
in subsidiaries in Australia. The motive has, in most cases, clearly been to 
circumvent the import restrictions and to forestall any future re-imposition of 
similar controls. Once established, some of these subsidiaries have actually 
been among the loudest voices demanding higher tariffs against competition 
from Britain. This type of investment is, of course, outside the priority list 
of projects on which the Commonwealth Conference agreed that British 
overseas investment should be concentrated. If Britain’s resources are to be 
pre-empted to supply Australian consumers in any case, it would be far more 
sensible from every point of view for them to be so used where they can do the 
job most efficiently—in Britain. From a sterling area point of view, moreover, 
the gain from a diversion of Britain’s exports from the Australian market to 
the dollar market is, as has been intimated above, a clear-cut one only if the 
gap in Australian consumption is filled neither by British supplies canalized 
through local subsidiaries nor by Australian resources pre-empted from 
potential dollar-earning or dollar-saving activity—that is, from primary 
production. 
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It is, of course, impossible to be dogmatic about the kind of changes in the 
pattern of trade and production in the sterling area that are necessary for a 
better dollar balance; and it may be noted that all the desirable changes are 
by no means of a kind that would strengthen the dollar account of the United 
Kingdom itself, as distinct from the sterling area dollar pool. For example, 
an expansion of Australian primary exports to the United Kingdom might 
divert supplies from dollar markets and from Western Europe (where they 
‘arn or save dollars through the E.P.U. settlements), just as a high level of 
United Kingdom exports to Australia is liable to be at the expense of exports 
to hard currency markets. In assessing this danger, it is worth remembering 
that, whereas a constant pressure can be put upon United Kingdom manu- 
facturers to sell in dollar markets, nothing comparable can be—or, at any rate, 
is—done in the field of primary exports, which are normally sold in highly 
competitive markets; the wool auction system is an outstanding example. 


WHAT IS A SOFT-CURRENCY MARKET ? 

On the other hand, it might be argued that the recent increase in the supply 
of Australian foodstuffs to Britain has reduced Britain’s need for hard currency 
purchases; and, in the same way, that the larger the amount of manufactured 
products sent to Australia by Britain, the smaller the quantities likely to be 
purchased by Australia from hard currency sources. It is true that tightening 
up of control of dollar imports by Australia has reduced the risk that any 
shortfall of British supplies may be made good by Australian dollar purchases. 
But now that manufactured goods from Europe—and Japan—are being 
admitted much more freely to the Australian market, there is a clear necessity 
for manufacturers from Britain to be fully competitive. 

British exports to Australia do not therefore always detract from the net 
dollar earnings of the sterling area. If, as in recent years, they are bought with 
accumulated sterling balances in response to demands fostered by a raging 
inflation, the diversion will obviously be harmful. But if the British supplies 
are demonstrably replacing European or dollar goods that would otherwise 
have been purchased, then Australia will no longer deserve to rank as the 
softest of currency markets. 

Perhaps the best conspectus of Australia’s role in the past year’s improve- 
ment in the sterling area’s balance of payments is obtained by examining the 
change in Australia’s sterling balances. Between June, 1952, and June, 1953, 
the rise in Australia’s sterling balances accounted for no less than two-thirds 
of the rise in the balances of all the independent sterling countries—just as 
during the previous year the fall in Australia’s balances had accounted for 
over half the total fall. Moreover, the increase in Australia’s reserves in 
1952-53 derived almost entirely from the surplus on current account, whereas 
in previous years a major contributor had been the capital inflow. It seems 
inevitable that in 1953-54 Australia’s current account surplus will be con- 
siderably reduced as the relaxations in import restrictions become fully effective 
and as further relaxations are made; over a period of years there may be a 
strong case for a considerable net import of capital into Australia—provided 
always that it is used in ways that promise eventually to buttress the sterling 
area’s balance of payments. One task for the finance ministers in Sydney 
will clearly be to assess those possibilities in the light of these recent trends 
in the external trade of this problem child of the sterling family. 
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A Hundred Years of Eastern 
Exchange Banking 
By Geoffrey Tyson 





HE centenary of the Chartered Bank of India, Australia and China— 
its Royal Charter was issued on December 29, 1853—falls at a moment 
when profound new forces are stirring in Asia. In this respect the 
occasion is not greatly dissimilar from the day in April, 1858, on which the 
Chartered Bank opened its first eastern branch in Calcutta. The tragedy of 
the Indian Mutiny in the summer of 1857 had indeed served as a reminder 
that the old Asian suspicion of the West had not yet wholly passed; but the 
leaven of change was working powerfully in men’s minds everywhere. It was the 
beginning of a new era of Western economic infiltration in Asia behind which, 
as Mr. Nehru has put it, “ was the expansive energy which sent the British 
to distant lands’’. Unlike the Dutch, the British never sought to colonize 
their Eastern possessions, but the achievements—and some of the less worthy 
consequences—of the industrial revolution spilled over permanently into the 
vast region that lies between Suez and Hong Kong. To-day, for the most 
part, the East once more rules itself, and thereby exercises unfettered sovereign 
control over the technical apparatus of commerce and industry that the 
departing legions left behind in the political settlements of 1947 and 1948. 
Trade preceded and has survived the political system that the British 
established in nineteenth-century Asia, and not least amongst the survivors 
are the half-dozen eastern exchange banks of which the Chartered Bank is the 
oldest member.* The eastern exchange banks grew up in response to the 
growing and specialized needs of an area that found itself being drawn further 
and further into the orbit of world markets and organized international trade. 
Their task was essentially to provide the facilities for the finance of participation 
in that trade. They brought resources, knowledge and determination to this 
task, which was quite beyond the capacity of either the indigenous banker or 
the foreign mercantile and agency houses that were already established in Asia. 
The process of separating banking as such from the trading activities of 
the European agency houses of the East was a slow and painful one indeed; 
the last years of the eighteenth and the first vears of the nineteenth centuries 
are strewn with the wreckage of institutions that were part bankers and part 
traders. The Bank of Hindustan, founded in 1770 and generally assumed to 
be the earliest European bank established in Asia, went down, together with 
its managers, Alexander & Co., in 1832. There followed a succession of failures 
—the Commercial Bank in 1833, the Calcutta Bank in 1829 and the Agra 
and Mastermans Bank in as late as 1866. The failure of this latter bank was 











* The next exchange bank to be established in the East was the National Bank of India, 
formed in 1863 as the Calcutta Banking Corporation. The name was changed in 1864 and in 
1866 the head office was transferred from Calcutta to London. In 1866, too, the Hongkong and 
Shanghai Banking Corporation was incorporated in Hong Kong. Then, in 1892, the Mercantile 
Bank of India was formed and in 1909 the Eastern Bank. Lloyds Bank entered the field of 
eastern exchange banking after the first world war through overseas branches, which took over 
the banking business previously carried on by Cox & Co. Finally, Grindlay’s Bank, whose 
share capital is held by the National Bank of India, was registered in 1924 (though its origins 
go back a great deal earlier). 
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attributed to ‘‘ the vicious combination within itself of several branches of 
business which more properly belonged to an institution other than a bank ”’ 
These early finance organizations were all associated with merchant firms, and 
their task was to act as counting houses for these firms, rather than to perform 
a banking function in the modern sense. But they did receive deposits from 
public authorities, and they also made large advances upon indigo, cotton, 
silk and opium at various stages in their manufacture and shipment to overseas 
markets. Inevitably, some of the banks’ transactions were speculative and 
unwise, but it is impossible to determine the extent to which their end was 
hastened by reckless trading rather than by imprudent banking practice. 

It was not until the second half of the nineteenth century that the unwisdom 
of trying to conduct banking and merchanting business under one roof and 
under one proprietorship came to receive due recognition. Even then, banking 
in the East continued to be a hazardous pursuit. In 1866, the year of nemesis, 
the collapse of the great speculative boom (which had been based primarily 
upon the tremendous rise in the price of Indian raw cotton in the American 
civil war) resulted in a high rate of banking mortality in India—and India 
then, and for nearly a century afterwards, set the broad pattern of British 
enterprise throughout Asia. At the beginning of 1866 there were twenty-four 
banks doing exchange business in Bombay and twenty-two in Calcutta; by 
the beginning of 1867 only seven survived in all India. It was at the height 
of this chastening experience that the banks took an all-important step in 
the unshackling of their trading business: they agreed to refrain from dealing 
in bills of exchange of a usance longer than four months after sight. 

The separation of banking and currency techniques from the general 
problems of business and administration in India was first insisted on by 
James Wilson, who was Indian Finance Member for a brief but memorable 
period immediately after the government of the country had been transferred 
from the East India Company to the Crown. Wilson was the founder of the 
Economist, a Member of Parliament, and a powerful advocate of free trade; 
he was also one of the ten notabilities who formed the first board of directors 
of the Chartered Bank. He introduced income-tax into India and advocated 
the use of a paper rupee currency in the Indian monetary system, which until 
then (and indeed for many years afterwards) was precariously dependent 
upon silver, often in short supply and subject to violent fluctuations that 
frequently distorted the relationship between its intrinsic and token values. 
W ison was the first of the great European financial authorities to apply his 
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considerable knowledge to the monetary problems of the East. The machinery 
of money, he maintained, “‘ is not mere arithmetic; finance is a great policy. 
Without sound finance no sound government is possible; without sound 
government no sound finance is possible.’’ Trite perhaps, but it needed 
saying then—as still now. Wilson consistently stressed the special character 
of central and commercial banking and their relationship and responsibilities 
towards the general economy. He was, in fact, an early protagonist of a 
managed currency and it is fitting that he should have been associated with 
the foundation of the oldest eastern exchange bank. 

But in spite of the foresight of Wilson, the Indian rupee was reinforced by 
a paper currency only for its higher denominations, and the eastern exchange 
banks were plagued for most of the second half of the nineteenth century by 
recurrent fluctuations in the value of silver. Asia, like the United States and 
a large part of Europe, was on a silver standard; and the discovery in Nevada 
of the famous Comstock Lode in 1859 led to greatly increased production of 
the white metal, a steady fall in its price and continuous though intermittent 
depreciation of eastern currencies in terms of gold. The process was accelerated 
by the abandonment of the silver standard in 1873 by Germany, Holland and 
the Scandinavian countries; but the Indian mints were not closed to the free 
coinage of silver until twenty years later. The rupee declined in value from 
231d. in 1871-72 to 20d. in 1877 and to 144d. in 1893-94. The depreciation of 
the rupee and other eastern silver currencies undoubtedly boosted Asia’s 
exports; but for the exchange banks that was a very mixed blessing—for they 
had to carry most of the risks inherent in fluctuations in exchange rates. 


REVOLUTION IN COMMUNICATION 

Two events occurring in rapid succession served to revolutionize the tempo, 
and in part also the character, of eastern exchange banking. They were the 
opening of the Suez Canal in 1869 and the inauguration of the direct telegraph 
line from Bombay to London in 1870. The Canal route shortened the voyage 
from India to England by 4,000 miles and gave a tremendous impetus to the 
trade of the countries of the Indian Ocean. The completion of the telegraph 
link between Bombay and London almost coincided with the extension of the 
trans-Siberian cable service from Vladivostock to Shanghai and Yokohama 
(where connection was made with the Eastern Extension Company, which 
linked India and China, Singapore and Australia). The two arms of the 
revolution in communication changed overnight the degree of commercial and 
financial contact that was possible between east and west—and accordingly 
mark the beginning of modern exchange banking. Henceforth, it was possible 
for the exporter in Asia to sell his product in world markets by contract before 
it was shipped; and the principle of forward trading was thereby quickly 
established. 

The eastern exchange banks seized on their opportunity. Their branches 
and activities multiplied as the steamship, the telegraph and the other inven- 
tions of the unfolding industrial age brought new horizons to Asia’s trade and 
the spread of the Pax Britannica brought a new discipline into its business life. 
The exchange banks kept step with each successive migration of western capital 
into eastern trade and industry, and they organized themselves to meet the 
demand for banking services as and when it arose. The rest is an integral part 
of the story of our times. 
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What of the future? The face of Asia has been transformed—by two 
world wars, a revolution in China, sweeping political changes in South Asia, 
growing economic nationalism in countries that have shaken off Western 
tutelage, and by the emergence of a powerful new ideology aggressively opposed 
to the free enterprise way of life. Asia is no longer content to accept passively 
commercial techniques from outside. Henceforth 1,000 million Asians claim, 
and (up to a point) are in a position to enforce, the right to decide for them- 
selves the kind of commercial collaboration they will maintain with the West. 
Their final answer has not yet been given, but certain trends are already clear. 
There is an underlying, if not very precisely formulated, distrust of the ‘“‘ money 
power ”’ of the West, which derives from the past—or at least from the pro- 
paganda about the past. This suspicion expresses itself in the desire on the part 
of the Asian countries to strengthen their trading bonds between themselves, 
a course of action that must to some extent weaken the older channels of 
trade. That accounts for the popularity of bilateral trade agreements—which 
are also attractive in so far as they give expression to the countries’ newly 
acquired sovereign powers. To the extent that these agreements provide for 
trade on a government-to-government basis, they obviate the use of bills 
of exchange and the intermediary profits that can be made from commercial 
conduct of international trade. 

The scope for Western banking in Asia has also been directly affected by 
regulatory, if not necessarily oppressive, legislation in the new nation states 
and by increasing government supervision of external trade. There are a 
number of other important restraints on foreign banking in Asia: nationaliza- 
tion policies which, although they have included the export trades only in 
China and to a less degree in Burma, inevitably reduce the area of private 
trade; pressure to increase the employment of nationals in the higher 
banking posts; and increasing pressure also upon foreign or jointly-owned 
commercial or industrial concerns to transfer part or all of their banking 
business from foreign to local banks. Yet another deterrent to Western banking 
business is the level of operating costs, which is now so high as to make the 
opening of new branches profitable only if there is an exceptional prospect 
of quick profits. Pioneering and development work is accordingly discouraged. 

In practice, these trends do not add up to quite such a formidable total 
as may appear in cold print; whilst they are all at work in the new Asia, 
expediency sets limits to the extent to which such policies can be carried. 
The countries of Asia cannot fulfil their ambitious economic programmes by 
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taking in one another’s washing; and although self-sufficiency for themselves 
or for Asia as a whole has a place in their calculations about the future, most 
Asian countries have kept their feet at least in the vicinity of the ground. It 
is becoming increasingly recognized, for example, that bilateral trade agree- 
ments are the cause as well as the outcome of unbalance in trade relations: 
and from the buyer’s point of view they are beginning to look less inviting 
as free market conditions become more attractive. That is encouraging for 
the exchange banker as it is to him that the private trader will inevitably 
look as trade is returned to his hands. 

The exchange banks still, indeed, play a major part in the banking systems 
of all the leading countries of the East save China. The fall in commodity 
and other prices that has taken place in the fast two and a half years has 
admittedly caused some reversal of the early post-war phase of expansion, in 
which bank advances were abnormally high and were financing not only a part 
of the working capital but some also of the fixed capital of industry in the East. 
Between December, 1951, and June, 1953, outstanding advances by all the 
exchange banks operating in India fell from Rs. 183.15 to Rs. 153.43. This 
decline appears to have reflected not only the fall in commodity prices but also 
industry’s decreasing reliance on bank finance for funds that it should normally 
find for itself. Yet the total advances of the exchange banks still amounted to 
rather more than half the advances granted by the twelve largest Indian 
banks to trade and industry during the same period. India possesses the most 
developed indigenous banking system of all the Asian countries coming within 
the purview of this article, and the substantial proportion of business activity 
financed by the exchange banks is an indication that they, too, play an 
important part in the Indian banking structure. In some other South Asian 
countries, such as Burma and Ceylon, the proportion of total trade financed 
by the exchange banks is probably a good deal higher. That is perhaps the 
best assurance for the future. It would not be easy to replace the resources 
of the exchange banks and their long experience of international trade out of 
purely local banking services. 

Nonetheless, the unique position of the exchange banks in the new Asia 
places upon them heavy and special responsibilities. The political or constitu- 
tional protection that the banks enjoyed under the Pax Britannica has—in so 
far as it ever existed—disappeared for them as for every other kind of foreign 
enterprise in Asia. The new sovereign states are evolving their own concep- 
tions of what their social and economic objectives should be, where and how 
monetary controls should operate, and how their banking systems should work. 
The exchange banks will therefore tend to be drawn into the orbit of national 
banking policies that are not of their own making. Banking is not, and cannot 
hope to be, immune from the powerful Asian forces making for more govern- 
ment “ policy ’’, nor from the strong faith—not necessarily to be despised— 
in economic planning. It is to be expected that banking, both indigenous and 
foreign, will be called upon to adapt its methods to the new conditions. 

There is, of course, enormous scope for the expansion of banking facilities 
in Asia. A frequent complaint of Asian statesmen is that their countries are 
under-banked—that banking facilities of the right kind do not reach down to 
the great masses of population whose savings, such as they are, should be 
garnered for industrial and economic development rather than hoarded. But 
the main responsibility for enlarging Asia’s banking services must fall upon 
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the indigenous banks. For even if it were otherwise feasible or desirable, any 
major extension of the exchange banks’ activities might be resented—and it is 
clearly of the highest importance that the exchange banks should continue to 
enjoy the goodwill of the ordinary banks of the countries in which they work 
by allowing themselves to be dovetailed into the broad monetary pattern. 
Nonetheless, the exchange banks do not work to any set formula that decrees 
that they must reject this or that kind of custom. Good local deposit business 
is welcomed for its own sake and because it strengthens local affiliations. The 
recent announcement that a British exchange bank hitherto operating mainly 
in the Middle East is planning to take over the Indian business and branches 
of a Dutch bank is a welcome sign of confidence in the future of exchange 
banking in the sub-continent, and also represents some recognition by the 
Indian Government of the value of the foreign banking enclave. 

In the last analysis, it is the bond of goodwill that will determine the future 
course of eastern exchange banking. As the centenary story of the Chartered 
Bank suggests, this intangible but priceless asset has survived the effluxion 
of time and the vicissitudes of politics, war and revolution. The new Asia is 
already vastly different from the old. Conscious of new-found independence, 
it is somewhat critical of the impact upon itself of many western institutions. 
There are regrets that an essential sector of international banking is in the 
hands of foreigners; yet this feeling is tinged with sincere admiration for the 
efficiency and probity with which the eastern exchange banks have carried 
out their difficult task. It is also accompanied by a flattering desire to emulate 
the distinctive qualities of these famous institutions. 
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American Review 


OVEMBER brought no significant change in the trend of modest decline 
Ne industrial production that has now proceeded for at least eight months. 

The Federal Reserve Board’s index of production fell from 231 per cent. of 
the 1935-39 average in October to 228 in November. This brought the decline from 
the March peak of 243 to about 6 per cent. This downward movement in total out- 
put seems to have continued in early December, though at a slightly slower rate. 
There were wide variations in the experiences of manufacturers in different parts 
of the country. 

Unfortunately, it is impossible to draw much comfort from this slight improve- 
ment. By the middle of December steel output had fallen to around 85 per cent. 
of operating capacity, and the industry was not expecting any significant recovery 
until February at the earliest. This still-modest setback was accompanied by 
further weaknesses in steel scrap prices. The automobile industry did actually 
increase its production in one week in early December, but that represented little 
more than a temporary reaction on the part of some manufacturers to particularly 
low output in the previous week. In fact, production schedules must soon react 
sharply in the other direction. Dealers’ troubles have been growing steadily 
for many months now. The trade has reported that the third quarter output of 
1,587,000 units was matched by sales of only 1,480,000 vehicles. Output in 
November was accordingly reduced drastically to 361,000 units—a fall of fully 
one-third on the October output. The seasonal increase in output in December is 
therefore expected to be small indeed; and the New Year prospect is clouded by 
the deadening weight of the surplus cars in dealers’ showrooms. Total dealers’ 
stocks at the year-end are expected to reach anything up to 570,000 units. 

A brighter spot in the industrial scene was the progress of the construction 
industry. Total public and private building in November was some 7 per cent. 
higher than in November, 1952, and high values for new contracts were reported 
early in December. 

The general indices of business activity confirm the impression that the short- 
term prospect at least is for a modest decline only. Manufacturers’ sales in October 
were reported at $26,600 millions, showing no marked change on the month. 
Unfilled orders are still over $61,000 millions—about $13,000 millions below the 
comparable 1952 level, but still comfortably high enough to justify the assumption 
of business *‘ adjustment ”’ rather than slump—at least during the early period 
of the New Year. Moreover, the industrial prospect is still buttressed by an 
appreciable total—estimated at $10,000 millions or more—of_ ‘“‘ defence-finance ”’ 
projects that qualify for special depreciation provisions. 

The prospect for new private investment still looks reasonably cheerful. Total 
expenditure on new plant and equipment is estimated at an annual level of $28,000 
millions in the first quarter of 1954—a rate that would be only about one per cent. 
below the present level. 

The trend of business stocks is also mildly encouraging. In October the 
Department of Commerce recorded the first decline in business stocks since the 
beginning of 1953; the dollar value of stocks was actually some $600 millions 
higher than in September, but October is normally a month for business restocking 
and, on a seasonally adjusted basis, there was a decline of about $350 millions. 
The Department of Commerce has now estimated that total business stocks rose 
at an annual rate of nearly $3,000 millions in the first quarter of 1953, increased 
again at a rate of nearly $9,000 millions in the second quarter, but at an annual 
rate of only $4,500 millions in th: third quarter. Stocks of many durable consumer 
goods are, however, still at high levels, and this is probably the major factor 
behind the cut in production schedules in many industries. 
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The seasonal expansion of bank loans continued at a very modest pace through 
November. At the end of the month, the increase from the summer low point 
was less than one-third of the increase in the equivalent period of 1952—when the 
expansion was, however, exceptionally large. The Federal Reserve Board con- 
tinued to supply funds to the market in November, but credit conditions tightened 
in the first two weeks of December. The “ excess ”’ reserves of the member banks 
of the Reserve System were then just about offset by loans and discounts and this 
nicely balanced position was reflected in a hardening of the Treasury Bill rate to 
around 1.6 percent. A feature of the “‘ Fed’s ’’ recent returns has been the increase 


American Economic Indicators 








1953 
1959 86195 861952 
July Aug. Sept. Oct. 
Production and Business: 

Industrial production (1935-39 =I00).. 200 220 219 233 236 232 231 
Gross private investment (billion $) .. 50.3 58.5 52.1 oo —— 50.5 — 
New plant and equipment (billion $).. 20.6 25.6 26.5 -— 28.4 — 
Construction (million $) aa -- 2,396 2,574 2,694 2,870 2,827 2,845 2,851 
Business sales (billion $) es a a 44-5 45-6 49.9 48.2 47.5 47.6 
Business stocks (billion $) ee -.  — 2.0 4.7 3.1 2.7 9.3 792 
Merchandise exports (million $) vs 856 1,164 1,098 1,346 1,182 1,244 1,256 
Merchandise imports (million $) én 738 914 893 go2 934 908 822 


Employment and Wages: 


Non-farm employ ment (million) -- 52.4 53-9 54-4 55-2 56.1 55.0 55.1! 
Unemployment (‘oo0s) . -. 3,142 1,879 1,673 1,548 1,240 1,246 1,162 
Unemployment as % labour force... 5.0 3.0 2.7 2.4 1.9 2.0 1.8 
Hourly earnings (mfg.) ($) i -« 3.46 12.99 +%+|4.67 1+1£.77 48:77 #+8.78 #«+4.98 
Weekly earnings (mfg.) ($) - - 59-33 64.71 67.97 71.51 71.69 71.02 71.73 


High 516 535 463) 4, 


Moody commodity (1931 =100) Low 347 451 399 415 404 394 
Farm products (1947-49 =100).. -- 97-5 113.4 107.0 97.9 96.3 98.1 95-2 
Industrial (1947-49 = 100) ;, -« $05.0 85.0 825.2 1846.85 214.6 t8a.8 224.5 
Consumers’ index (1947- 49 = 100) ». F02.8 11.0 £13.§ 4114.7 115.0 115.2 115.4 
Credit and Finance ; 

Bank loans (billion $) .. os oo §2.2 57.7 64.2 65.7 66.0 66.3 1467.1 
Bank investments (billion $) .. — a a ee Pe a Fe 76.7. 76.8 
Bank loans (weekly) (billion $) oo DS 2S 28 22:6 2:59 +293:3 43.3 
Consumer credit (billion) 7 -. S62 22.5 6.9 j*7:2 27:4 27:6 2.2 
Treasury bill rate (%) .. a -. BO 8.95 64.97 2.30 3.68 1.9 1.4 
U.S. Govt. Bonds rate (% - .. £222 2.37 268 2.00 9.060 2.8 2.8 
Money supply (billion $) = .. 180.6 189.8 200.4 193.0 193.4 194.3 197.3 
Federal cash budget (+ or-) (million $) + 450 +1,244 —1,641 —— — — 3,500 -— 


Notes.—Latest figures are preliminary or estimated. For 1950-52, actual totals are shown for 
construction, equipment and other domestic investment. Business sales and stocks, money supply, 
bank loans and consumer credit show amounts ontstanding at the end of the period. Moody’s 
spot commodity index shows high and low, 1950-52, and end-month figures this year; other 
commodities show monthly averages. Investment figures, 1953, are quarterly and at annual 
rates. Weekly bank loans are derived from partial returns only. Budget figures are cash totals 
1950-52, and quarterly 1953. 


in bills acquired by the Reserve System on repurchase agreements rather than by 
outright purchases. Presumably, the Reserve Board regards this procedure as 
more suitable for the relief of the seasonal stringency that would otherwise develop. 

Another modest but successful refunding operation was carried through in 
November, when holders of $10,000 millions of maturing 2} per cent. notes were 
offered exchange into either 1{ per cent. 12} month notes, or five-year 2} per cent. 
bonds. About $7,000 millions of the maturing notes were held within the Reserve 
System, but public subscriptions for five-year notes totalled $1,750 millions, and 
cash repayments were no higher than $120 millions. The Treasury will have to 
deal with over $40,000 millions of maturing marketable securities in 1954. 
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International Banking Review* 


Argentina 


HE Government laid down early last month the procedure for a census of all 

| foreign capital invested in Argentina. The inquiry is being held in order 
to implement one of the provisions of the new foreign capital investment 

law, which provides for limited remission of current earnings on old and new 
investments. All funds, securities and goods held by foreign residents in Argentina 
before August 26, 1953, had to be declared to the Central Bank of Argentina 


before March 3, 1954. 
Australia 


The Government’s offer on the London market of a new 4 per cent. stock, 
1966-68, to provide funds for the redemption on February 1, 1954, of the 3} 
per cent. stock, 1951-54, drew a poor response. Cash and conversion applications 
for the new issue came to only 44 per cent. of the total of {10,750,000 required 
and the remaining 56 per cent. of the new issue had to be taken up by the 
underwriters. 

The Australian Government is to issue in Switzerland a public loan of Swiss 
Frs. 60 millions (about £A6 millions). The new issue, which is being placed at 
a price of {99 per cent. and carries an interest rate of 4 per cent., runs fora maximum 
period of 15 years, but Australia has the option of repaying in full or in part after 
I2 years. 

The chairman of the Bank of Adelaide has opposed suggestions that the 
Australian pound should be devalued. He asserted that if Australia had allowed 
its manufactures to be priced out of overseas markets through high production 
costs, that was no reason why the exchange rate should be adjusted to assist 
them; the proper corrective lay within the country’s internal economy. 


Chile 


The Chilean Senate has authorised the sale of current copper output at com- 
petitive prices in the world market. It has also approved the sale, for 30 cents a 
pound, of 120,000 tons of copper stocks, which had piled up as a result of the 
Government’s previous policy of holding out for the price of 364 cents a pound. 
In negotiations with the United States, Chile accepted the American demand that 
none of its copper should be sold behind the Iron Curtain. 

A new decree law to encourage foreign investment provides certain concessions 
and guarantees for new capital investments that have been formally approved by 
the exchange control authorities. Such capital may, once it has been in the 
country for five years, be repatriated in annual instalments not exceeding 20 per 
cent. of the original investment. Interest and profits on such investments will, 
moreover, be freely remittable, and whilst investors will be allowed to revalue their 
profits for tax purposes from year to year to take account of variations in the 
exchange rate, their tax liabilities will not be varied. 

The monetary authorities have issued a circular to all commercial banks 
subjecting their lending operations to quantitative and qualitative controls. 


Germany 


rhe Minister for Economic Affairs, Dr. Erhard, has again attacked the European 
Payments Union. Addressing a gathering of economists, he claimed that it was 








_ * News of United States banking appears in ‘‘ American Review "’ (page 49). Brief editorial 
discussion of particular items of international banking news appears in “A Banker’s Diary ”’ 
(pages 1-6 in this issue). 
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an illusion to believe that the road of the E.P.U. would ever lead to convertibility, 
and asserted that though the co-operation of several countries was necessary 
to attain the goal of convertibility, Germany would take this step on her own 
‘if and when conditions became really desperate ’’. Meanwhile, Germany’s surplus 
with the E.P.U. reached $43.8 millions in November, bringing its cumulative 
surplus to $749 millions. An additional rallonge of $100 millions was added to 
Germany’s basic quota of $500 millions in December, bringing its effective quota 
up to $800 millions. 

The Ministry of Economic Affairs has announced that the liberalization of 
trade with the dollar area will commence at the beginning of 1954. It is exp2cted 
that only about one-quarter of the country’s dollar imports will be freed at first, 
but further relaxations of the restrictions are expected when the effect of the 
initial concessions can be clearly seen. 


Greece 


The Greek Government has announced that interest rates on bank loans and 
advances will be reduced from 12 per cent. to Io per cent. on January I. A 
A number of other interest rates are to be reduced simultaneously, but preferential 
rates for exporters are to remain unchanged. 


India 


India achieved a bare surplus of £375,000 on its balance of payments on current 
account in the first half of 1953; net capital receipts totalled £13 millions. This 
represented a considerable deterioration on the first half of 1952, when the current 
surplus totalled £47.6 millions and net capital receipts {21.5 millions. The sharp 
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contraction in the surplus was mainly attributable to a fall in exports, though net 
invisible income fell too. The value of imports was practically the same in the 
two periods. 


Israel 


The Finance Minister, Mr. Eshkol, has announced the issue abroad of a new 
series of independence bonds carrying an interest rate of 4 per cent., as against 
34 per cent. for previous issues. The Minister stated that the issue of 
the bonds had so far raised the equivalent of $130 millions; as the original target 
was $500 millions over a period of three years, further issues not exceeding $75 
millions each would be made until this figure was reached. Mr. Eshkol expressed 
the hope that the embarrassing short-term debts amounting to $100 millions 
could, with the help of $75 millions that American Jewry was attempting to 
mobilize for this purpose, be liquidated over a period of five years. 

The Finance Minister also commented on the changes that were taking place 
in the pattern of Israel’s trade as a result of the reparations agreem:2nt with 
Western Germany—which provides for payment of £290 millions over 13} years, 
and is at present paying for fully 30 per cent. of the country’s imports. Mr. 
Eshkol stated that whilst Israel would trade less with other countries during the 
limited period in which she received large sums from Germany, she would not buy 
less from these other countries than they were prepared to buy from her. 


Jamaica 
The Government intends to float a loan of £5 millions on the local market to 
provide finance for the development programme outlined by the recent mission 
of the International Bank for Reconstruction and Development. In addition, it is 
hoped to raise somewhat larger sums for the same purpose abroad—primarily on 
the London capital market. 
Japan 
Japan has purchased a further £26.3 millions of sterling from the International 
Monetary Fund; this brings the total sterling purchased by Japan from the 
Fund in 1953 up to £44.3 millions. Japan needs the funds both to cover the 
deficit in the current balance of payments with sterling countries and also to 
repurchase the dollars sold to British banks under special “‘ swap ”’ provisions 
earlier last year. Talks have been proceeding with the British authorities on possible 
measures to overcome Japan’s immediate sterling shortage; in particular, the 
failure of the overseas sterling area to increase imports from Japan is being closely 
studied. . 


Jordan 


The British Government has undertaken to extend to Jordan financial aid 
totalling £2,350,000 in the financial year beginning on April 1, 1954. Up to 
£750,000 of the aid will take the form of a grant to cover the expected deficit in 
Jordan’s balance of payments during this period, and the remaining {1,600,000 
will constitute an interest-free loan that is to be spent on certain projects included 
in Jordan’s five-year development plan. 


Kenya 
The Colonial Secretary has announced in the House of Commons that the 
British Government has agreed to make available {11 millions to Kenya, subject 
to Parliamentary approval. £5 millions will be allocated towards meeting the cost of 
the emergency and £6 millions will be a contribution towards the implementation of 
the Colony’s five-year plan for agricultural development and rehabilitation. 
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Two-thirds of the contribution to development outla ‘s will be in the form of a 
grant and the remaining third will be an interest-free loan. 


Malaya 


The United Kingdom has undertaken to make a grant of £6 millions in 1954 
towards the cost of the emergency. Announcing this in his Budget speech, the 
High Commissioner, General Sir Gerald Templer, indicated that the British grant 
would cover just one-quarter of the total cost of the emergency this year. 

The Budget estimates put total expenditure in 1954 at Malayan $736 millions. 
Revenue was expected to decline to $514 millions, owing to the continued down- 
ward drift of rubber and tin prices. This leaves a deficit of $222 millions. 


New Zealand 


The Dominion Government has launched a {10 million loan on the London 
market in the form of the issue of a 4 per cent. stock, redeemable 1976-78 and 
priced at {984 per cent. The money is to be spent on capital development projects 
in connection with a private enterprise scheme at Murupara to increase New 
Zealand’s production of timber, pulp and paper which sterling area countries at 
present import in quantity from the dollar area. A substantial part of the proceeds 
of the loan will be used for purchases of British equipment. The loan was com- 
fortably over-subscribed. 


Soviet Union 


The Soviet authorities sold {5.5 millions of gold to the United Kingdom for 
sterling at the end of November; further gold sales were made—direct to the Bank 
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of England—in mid-December. Sales of Russian gold for various other currencies 
have also been reported from Zurich, Amsterdam and other Continental centres. 
The exact purpose of these operations has not been revealed, but they app2ar to 
have been necessitated by the deficit in the balance of payments of the Soviet 
bloc with the West. This has developed as a result of falling exports of primiry 
produce to Western Europe. It is also possible that the gold sales are intended 
to raise additional foreign currency for purchases of foreign consumer goods by 
the Soviet Union. 
Spain 

Draft Budget estimates for 1954 and 1955 (the Budget is biennial) provide 
for total expenditure of £237 millions in the two years. This represents an increase 
of £31 millions over expenditure in 1952 and 1953. Defence expenditure is 
expected to absorb £68 millions in the next two years. Total revenue is also 
estimated at {237 millions, leaving a fractional Budget surplus. 

Financial discussions between the British and Spanish authorities have resulted 
in the extension of the Anglo-Spanish sterling payments agreement of 1951 for a 
period of two years. British import restrictions on Spanish goods have been 
relaxed in order to permit an expansion in Spain’s sterling earnings in 1954, 
which it is hoped will subsequently permit increased Spanish imports from the 
United Kingdom. Spain’s sterling earnings declined considerably in 1953, and 
the Spanish authorities found it difficult to maintain the level of imports from 
Britain agreed on at the end of 1952. Commercial arrears owed to British exporters 
by Spain were estimated to have amounted to £600,000 by the end of 1953. 


Sudan 


Development plans for the next five years provide for total outlays of {E34 
millions. A quarter of the expenditure is earmarked for improved communications 
and the rest is to be devoted mainly to improving social services and public utilities. 
These plans were announced before the elections, which resulted in a victory for the 
National Unionists, the party favouring the establishment of closer economic and 
political ties with Egypt. 

Sweden 

The Swedish Bank rate was reduced from 3 to 2? per cent. on November 20, 
1953- 

The foreign exchange situation developed much more favourably in 1953 
than was expected; the reserves of gold and foreign exchange increased by Kr. 88 
millions in the first ten months of the year. 


Switzerland 


Agreement has been reached between the United Kingdom and Switzerland 
on a proposed convention for the avoidance of double taxation. The convention 
covers only taxes on income, but preliminary negotiations are taking place 
regarding a possible convention to cover death duties as well. 


Turkey 


The new legislation that the Government is introducing to encourage foreign 
investment in Turkey is to simplify formalities connected with investment in the 
mining industry, abolish all discrimination in favour of State against private 
enterprises and ensure equal rights for foreign and domestic investors. 

The Minister for Finance, Mr. Hasan Polatkan, indicated in his Budget state 
ment for 1954 that the Government’s measures to eliminate the previous chronic 
deficits in the national accounts had been successful. Revenue and expenditure 
were expected to be in balance in 1954 at a level of £T2,379 millions. 


tN 
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Appointments and Retirements 





National Provincial’s New Chairman 


From the beginning of this year the National Provincial Bank welcomes a new 
chairman, its fourth since the war. To the regret of the City, Lord Selborne, 
chairman of the bank since the death of Sir Jasper Ridley in 1951, has felt obliged 
to retire on grounds of ill-health; the benefit of his long association with the 
bank will, however, still be available to it, as he remains a member of the board. 

His successor in the chair, Mr. David John Robarts, who forms the subject of 
our frontispiece this month, comes of a family long honoured in the annals of 
British banking, and associated with the National Provincial—through Coutts 
& Co.—since 1920. His uncle, Mr. John Robarts, is, at 81, still a director of Coutts, 
with which the original family bank of Robarts, Lubbock & Co., established in 
1772, was incorporated in 1914. Mr. David Robarts has been a director of the 
National Provincial since 1947, and deputy-chairman for the past three years; 
in his forty-eighth year, he has the distinction of being the youngest of the chairmen 
of the big banks. 


Barclays Bank—London—Cannon St.: Mr. E. A. Post, from Newgate St., to be manager; 
Earlsfield: Mr. C. H. Pettican, from Earl’s Court, to be manager; Fleet St.: Mr. L. B. Beaumont, 
from Cannon St., to be manager; Lombard St.: Mr. G. E. C. Hughes becomes sole manager; 
Newgate St.: Mr. D. A. Dewick, from Abbey House, Westminster, to be manager; Noel Park: 
Mr. C. W. Ford, from Golders Green, to be manager; Surbiton: Mr. B. E. Skippings, from 
Earlsfield, to be manager; Vauxhall: Mr. N. C. Lockyer, from Fleet St. (Goslings), to be manager. 
Bexhill-on-Sea: Mr. D. D. Kessick, from Hove (Brunswick Place), to be manager. Castle Cary: 
Mr. A. J. Boxall, from Yeovil, to be manager. Emsworth: Mr. E. Wood, from Gosport, to be 
manager. Holsworthy: Mr. R. K. Wotton, from Castle Cary, to be manager. 

Lloyds Bank—Bognor Regis, Aldwick Rd.: Mr. G. H. Linnell, from Oxted, to be manager. 
Birmingham, Corporation St.: Mr. F. Rossington, from Colmore Row, to bé manager on retirement 
of Mr. W. B. Troman. Cleckheaton: Mr. A. P. Nutton, from Bradford, to be manager. Ealing, 
W.: Mr. C. K. M. Roles, from Greenwich, to be manager on retirement of Mr. C. F. Holborow. 
Greenwich, S. E.: Mr. J. F. H. Adams, O.B.E., from Woolwich, to be manager. Harrow: Mr. 
R. A. Hudson, from Holborn Circus, to be manager on retirement of Mr. C. O. Whitheld, Langport: 
Mr. J. L. Spall, from Wotton-under-Edge, to be manager on retirement of Mr. L: W. M! Langler. 
Leadenhall St.: Mr. A. E. Dawes, from Mincing Lane, to be manager. ! 

Midland Bank—Birmingham—Gt. Hampton St.: Mr. D. E. Sutton, from Four Oaks, to be 
manager on retirement of Mr. B. L. Cooksey; Harborne: Mr. T. H. Bass, from Acock’s Green, 
to be manager in succession to Mr. D. F. Roberts; Smithfield: Mr. E. Scott, from Warstone 
Lane, to be manager on retirement of Mr. W. O. Guest; Warstone Lane: Mr. D. F. Roberts, 
from Harborne, to be manager in succession to Mr. E. Scott. Four Oaks: Mr. A. B. Ashworth, 
from Saltley, Birmingham, to be manager in succession to Mr. D. E. Sutton. Jersey, Hill St.: 
Mr. K. Barber, from Library Place, to be manager on retirement of Mr. W. P. Picot. Llanfair 
Caereinion: Mr. E. R. Jones, from Llanfairfechan, to be manager on retirement of Mr. 
Cadwaladr. 

National Provincial Bank—The Right Hon. Lord Aberconway has been appointed a director. 
Millbank: Mr. R. J. Lonsdale, from Princes St., to be manager. Tottenham: Mr. R. J. Allen, 
from Westminster, to be manager. Bath, Wellsway (constituted a full branch of the bank): Mr. 
R. R. Bowler to be manager. Bexhill-on-Sea: Mr. J. H. Norris, from Southsea, to be manager, 
vice Mr. S. G. Hannaford, who has been attached to Head Office Relief Staff with his present 
status. Huddersfield, Westgate: Mr. R. Lamb, from Bradford District Bank Office, to be manager. 
Manchester, Corn Exchange: Mr. S. C. Wilcher, from Bradford, to be manager. Saltburn-by- 
the-Sea: Mr. E. Rigby, from Northumberland St., Newcastle-on-Tyne, to be manager. Sheffield 
Bank Office: Mr. G. R. Burrans, from Westgate, Huddersfield, to be joint manager. Southport: 
Mr. H. B. Burgess, from Saltburn-by-the-Sea, to be manager on retirement of Mr. H. Morgan. 
Westminster Bank—Balham: Mr. F. C. Harding, from Teddington, to be manager. Leicester, 
Balgrave: Mr. G. Morton, from Leicester, to be manager on retirement of Mr. R. H. Orton. 
Lincoln: Mr. J. B. Smith, from Leeds, to be manager. New Malden and Worcester Park: Mr. 
D. C. Jolley, from Harrow Road, to be manager. Nottingham, Thurland St. and Mansfield Rd.: 
Mr. H. Smith, from Northwich and Middlewich, to be manager in succession to the late Mr. 
A. R. Hedgcock. Teddington: Mr. W. G. Grist, from New Malden and Worcester Park, to be 
manager. Jvuro: Mr. R. J. Semmons, from Falmouth, to be manager of this new branch. 
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Banking Statistics 


Trend of *“ Risk’’ Assets 


(Figures in italics show percentages of gross deposits) 

















Actual Change in: Advances plus Investments 
(£mn.) ({mn.) Ratio 
Oct. Nov. Dec.-Oct. Nov. Oct. Sept. Oct. Nov. 
1951 195! 1951-53 1953 195% 1953 1953 1953 
Barclays: 
Advances 368.5 371.0 — 30.4 4.3) 
% 29.2 29-3 , a 
Investments 314.8 425.7 + 64.9 - me’ St OEE GAR 9854 
y 25.0 33-6 J 
Lloyds: 
Advances 345.2 351.1 -— 49.4 —- 1.3 
o/ 
/o 30.2 39-7 ) - , 
Investments 279.6 371.2 + 27.4 + 4.3 54-6 61.1 60.5 60.9 
%o 24.4 32.5 J 
Midland: 
Advances wa 393-3 397.1 - 69.0 9.5) 
0/ 
MH 29.6 30.2 . 
Investments 329.4 433.8 + 51.8 + 2.3 54-4 57-@ 59-4 60.0 
% ea 24.9 32.8 J 
Nationai Provincial : 
Advances 290.3 298.1 —- 59.2 + 9.2) 
% 35-4 37-2 ie 2 
Investments 165.9 230.9 22.2 - 0.5 55:9 Goa CHt O60 
%o 20.2 28.8 J 
Westminster: 
Advances 248.6 249.5 + 38.3 - 1.5) 
0/ 
0 92.2 31.6 - - & 
Investments 209.4 263.6 13.6 - oul 57-4 57-5 59-5 59-5 
% 26.3 33-4 J 
District: 
Advances 60.1 62.6 - 3.9 -— 0.5) 
% 25.6 26.6 ’ 
Investments 71.5 91.6 $3 -— > Mt Gag TQ SE 
% 30.5 38.9 J 
Martins: 
Advances 89.0 QI.4 — 11.7 1.9 } 
% 29.1 29-3 ; . 
Investments 78.2 102.8 18.3 — 54:6 03-9 03:6 63-5 
A wie 5 25.5 33.0 J 
Eleven Clearing Banks: 
Advances 1,897.0 1,925.2 —271.2 — 22.1 . 
% 30.6 20.2 2 
Investments 1,555-2 2,032.7 +205.4 + 7.0 SHF CE GET OF 
% 25-I 32.9 J 
Trend of Bank Liquidity 
1951 1952 1953 
Oct.f Nov. Dec. June Aug. Sept. Oct.~t Nov. Dec. Sept. Oct. Nov 
Liquid Assets:** % % % % % % % % % % % Y 
Barclays 40.0 32.8 33.8 35.0 37.2 37.3 34-0 34.2 35.8 36.1 35.0 35.0 
Lloyds 40.0 32.8 32.8 33.9 37.6 38.9 33-1 33-4 33-8 36.2 36.9 36.7 
Midland 40.2 32.8 34.1 34.4 36.4 36.4 34.0 35.6 36.8 40.1 38.3 37.6 
National Prov. 39-4 30.6 33.7 34.0 38.7 39.7 34-9 36.5 38.7 37-6 37.2 37-7 
Westminster 36.7 30.4 30.8 34.4 36.7 37-7 34-2 34-5 36-5 39.8 37.6 37.9 
District 38.0 30.5 30.4 35-6 38.9 38.9 36.6 38.1 39-3 306-1 35-7 35-9 
Martins -. 39.8 33.2 34.5 40.8 41.6 41.6 36.6 37.8 38.2 33-7 33-6 33.8 
All Clearing 
Banks 39.0 32.0 33.2 34.7 37.4 38.0 34.4 34.4 36.0 37.4 36.6 36.5 


* Cash, call money and bills. f Eve of ‘‘ new 


2 
’? 


monetary policy. 


t After second Funding. 
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Banking Trends over Thirty Years* 


Net 
Averages Deposits 
of Months: {mn. 
1921 1,759 
1922 1,727 
1923 1,623 
1924 1,618 
1925 1,610 
1926 1,615 
1927 1,661 
1928 1,711 
1929 1,745 
1930 1,75! 
193! 1,715 
1932 1,748 
1933 1,909 
1934 1,834 
1935 1,95! 
1936 2,088 
1936 2,160 
1937 2,225 
1938 2,218 
1939 2,181 
1940 2,419 
I94I 2,863 
1942 3,159 
1943 3,554 
1944 4,022 
1945 4,551 
1946 4,932 
1947 5,463 
1948 5,713 
1949 5,772 
1950 5,811 
1951 wie 5,931 
1952 - 5,850 
1951: 
Oct. fT 5,981 
Nov.f 5,973 
1952: 
June Kt 5,817 
Sept. 5,927 
Oct. 5,942 
Nov. . 5,974 
Dec. 6,154 
1953: 
Sept. 6,095 
Oct. 6.156 
Nov. 6,194 


* Ten clearing banks for 1921-35, thereafter eleven 
+t Bank statements immediately before and after 


Liquid Assets 





policy and the first special funding operation. 


Ways and Means Advances: 
Bank of England 
Public Departments 

Treasury Bills: 

Tender 
Tap 











‘* Risk ’”’ Assets 











Invest- Combined 
Actual Ratio T.D.R.s ments Advances’ Ratio 
£mn. y 4 £mn. £mn. % 
680 38 — 325 833 64 
658 37 — 391 750 04 
581 35 oe 356 761 67 
545 33 “a 341 808 69 
539 32 —- 286 856 69 
532 32 — 265 892 70 
553 32 — 254 928 69 
584 33 _ 254 948 68 
568 32 — 257 ggI 69 
596 33 _ 258 963 68 
560 32 — 301 919 69 
Or! 34 ~—e 348 844 67 
665 34 _ 537 759 66 
57 31 — 560 753 70 
623 31 — O15 769 69 
692 32 — 614 839 68 
713 32 = 643 865 68 
683 30 =e 652 954 70 
672 30 _ 637 976 71 
648 29 —- 608 9gI 71 
785 31 73 666 955 65 
676 23 495 894 858 59 
712 22 642 1,069 797 57 
723 20 1,002 1,147 747 52 
788 19 1,387 1,165 750 46 
886 19 1,811 1,156 768 4! 
1,280 25 1,492 1,345 888 44 
1,646 29 1,308 1,474 1,107 46 
1,703 29 1,284 1,479 1,320 47 
1,920 32 9383 1,505 1,440 49 
2,345 39 430 1,505 1,603 52 
2,308 38 247 1,624 1,822 56 
2,097 34 — 1,983 1,838 62 
1423 39.1 177 1,555 1,897 55-7 
1,981 32.0 108 2,033 1,925 64.0 
2,106 34.7 — 1,917 1,860 62.3 
2,327 38.0 —- 1,921 1,748 59-9 
2,120 34.4 — 2,142 1,747 63.1 
2,162 35.0 — 2,138 1,744 62.8 
2,327 30.0 —_— 2,148 1,749 60.4 
2,366 37-4 — 2,137 1,662 60.1 
2,334 36.6 —- 2,238 1,654 61.1 
2,344 30.5 — 2,245 1,676 61.1 
except for italicized line for 1936. 
the launching of the ‘‘new”’ monetary 
Floating Debt 
Dec. 20, Nov. 28, Dec. 5, Dec. 12, Dec. 19, 
1952 1953 1953 1953 1953 
£m. £m. fm. £m. £m. 
— — — s. I.0 
240.5 254-6 242.5 238.1 260.9 
\ 4669.3 4620.5 4074.4 4720.3 4759.0 
4915.8 4875.1 4916.9 4966.7 5026.9 

















IN GREAT BRITAIN * 
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THE BANKER 





1950 I 


Iil 
IV 


1951 + O'I 
II 
III 
IV 


1952 I 


II! 
IV 


1953 I 
III 


Years and 


Quarters 


1946 
1947 
1948 
1949 
1950 
1951 
1952 
1952: 
I 


II 
Ii! 
IV 


1953 : 
Il 


July 
August 
Sept. 


it 


Oct. 
Nov. 


Savings Savings 
Certi- Defence Savings Certi- Defence Savings 
ficates Bonds Banks Total ficates Bonds Banks Total 
(net) (net) (net) Small (net) (met) (net) Small 
1952 Jan. 0.2 — 4.0 7.5 ‘, 
Feb. .. I.7 - 7.3 2.3 - 3 
-5-5- 9.1 36.6 22.0 Mar. .. 3-7 15.9 5-5 - 6. 
-10.9 — 9.6 6.4 -— 14.1 April... - 2.6 - 7.1 5-4 - 4. 
-13.6 —- 7.5 2.4 — 23.5 May - 3.8 -11.6 — 5.6 — 21 
-8.6- 7.3 4.3 — 20.2 June... -—1.5 — 7.2 — 4.2 — 12 
July .. - 3.7 -— 7.7 —-18.3 — 29. 
Aug... - 0.9 -10.2 -— 3.1 — 14 
27.5 3.9 5 4.7 sept. .. 6.1 66 — 3.5 9 
15.3 - 9O.1 28.9 -— 13.7 Ct. .. 2.9 1.0 2.0 5 
I.0 — 10.3- I1.5 20.8 Nov. .. 2.8 —2.1 -—5.6- 4 
—- O.I — 21.4 I.0 — 22.5 Dec. .. 1.9 —2.I —30.9 — 31. 
| 1953 Jan. 8.6 —5.5 4.0 a. 
| Feb. .. 5.0 -— 4.0 3.5 4 
5.6 — 27.2 15.3 6.3 | Mar. .. 6.0 —6.8 -— 5.1 - 5. 
- 7.9 — 25.9 4.4 — 38.2 | April .. 4.8 -—-6.7 —3.8=— 5 
I.5 — I1.3 — 24.9 — 34.7 | May .. 2.8 -— 8.60 -I1.7 — 17. 
7-6 = 3.2 — 34-5 — 30.1 | June .. I.2 — 4.1 —6.2— gQ. 
| July .. — 0.6 — 3.9 -20.5 — 25. 
| Aug. .. I.4 —2.8 -—1.0—- 2. 
19.6 — 16.3 Sua 7 | Sept. .. 0.8 — 4.5 6.4 2. 
8.8 — 19.4 Py 33.3 | Oct. o.7 - 5.5 10.6 6 
1.6 — II.2 5.1 - 24.7 | Nov. .. — 2.6 0.9 -1.0=— 2 
Britain’s Gold and Dollar Reserves 
(Millions of U.S. dollars) 
Net Gold and Dollar 
Surplus (+) or Deficit (— ) Financed by : | 
—___-—- Reserves § 
With With Net American Special Change at end of 7 
E.P.U.* Other Surplus or Aid Creditst in Period 
Areas Deficit Reserves 
— = — 908 — +1123 + 220 2696 
— — —4131 = + 3513 — 618 2079 
-- --- ~1710 682 + 805 — 223 1856 
-— — —1532 1196 + 168 — 168 1688 
+ 14 + 791 + 805 762 + 45 +1612 3300 
— 112 — 876 — 988 199 — 176 — 965 2335 
— 276 — 460 — 736 28 - 181 - 489 1846 
— 219 — 417 — 636 I — — 635 1700 
— 143 - 73 — 216 201 —= - 15 1685 
—12 - 6 — 133 133 — — 1685 
+213 + 36 + 249 93 —- 181 + 161 1846 
+ 95 + 119 + 214 106 a + 320 2166 
+ 42 + 98 + 140 OI _—- + 201 2307 
4+- 2 + 51 + $3 36 — + 89 2456 
—- 6 Nil - 6 19 — + 13 2469 
— 15 + 4 - II 28 — + 17 2486 
- 19 + 55 + 36 83 — + 119 2486 
+ 6 + I5 + 2I + 13 — + 34 2520 
—- 15 + 32 + 17 + 24 — + 4! 250601 


National Savings 


(£ millions) 















































* Portion of monthly deficit or surplus settled in gold (in month following each accounting 


period). 


t Comprising $4,909 millions from U.S. and Canadian credits in 1946-50; $420 millions from 
the I.M.F. in 1947-49; and $325 millions from the South African gold loan of 1948. The onnee § 
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service charges on the U.S. and Canadian loans paid in December of 1951 and 1952 are | 
included as a debit item. | 
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BARCLAYS BANK (DOMINION, COLONIAL 


& OVERSEAS) 





Results Affected by Lower Prices 





HE 28th ordinary general meeting of 
Barclays Bank (Dominion, Colonial and 
Overseas) was held on December 29, in 
London. 
The following are extracts from the circulated 
statement of the Chairman, Mr. J. S. Crossley: 
During our last financial year, which ended 
on the 30th September, we opened 75 new 
offices in different parts of the world. Your 
business is still a “‘ live ’’ one and the range and 
scope of its activities are not diminishing. 
Turning to the balance sheet, the variations 
which are reflected here do not give the impres- 
sion that any marked change has taken place 
in the Bank’s position, in spite of the fluctua- 
tions in commodity prices and interest rates 
which we have witnessed in the past twelve 
months. Although deposits have increased 
and stand at the highest figure we have so far 
recorded, the items represented by cash and 
money at call still exceed 20 per cent. of the 
Bank’s total liabilities to the public. 


Allocations from Profit 


Turning now to the profit and loss account, 
I suggested last year that the lower prices then 
ruling for the staple export products of so 
many of the territories served by the Bank 
must adversely affect our results. The actual 
decline in the net profit shown would, however, 
have been more marked had it not been for a 
slight, but welcome, decrease in the rate of tax 
payable. We have transferred £150,000 to 
premises reserve account and £300,000 to the 
reserve fund. The latter amount has_ been 
supplemented by £200,000 which we have been 


able to release from contingency account, 
being provision no longer required. After 


effecting these transfers our reserve fund stands 
at 48,000,000. 

You will notice the reduction in the figure 
for acceptances, etc., which is to some extent a 
reflection of the lower prices. You will, 
perhaps, not be surprised, therefore, to hear 
that the financing of the exports of these 
commodities during the year just past has 
brought us less profit. Operating expenses 
continue to increase. 


The Outlook 


If it was difficult last year to predict the 
course of events with any confidence, the task 
to-day is still more formidable. I suggested 
that we might look back on 1952 as a turning 
point marking approximately the end of the 
sellers’ market, which had dominated post-war 
conditions. It is true that many prices have 
fallen, and some appear to have reached 
stability at the lower levels now ruling; some 
again seem to be recovering, while others still 
are falling. There is no longer any pronounced 
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general trend in a particular direction. Super- 
imposed upon this striking change in the 
economic climate, however, there has recently 
been some change in the political climate also, 
and the one reacts upon the other. Strange 
and wrong though it may seem, there is no 
doubt that the lessening of international 
tension, however slight and whether justified or 
not, has recently been the cause of market 
uncertainty, which in its turn has created 
some anxiety. It is against this background 
of uncertainty that our policies now have to be 
considered. 

During the past twelve months, the change 
in our course has become clearer to see. Little 
by little, those physical controls which were 
the inheritance from the war period are being 
abolished. More flexibility has been intro- 
duced, and the breath of freedom has begun to 
fillour sails. Let there be no mistake about it, 
this is an immeasurable gain. 


Need for Economies 


We still hear far too little about the real 
economies which are essential in order that 
taxation may be reduced to a reasonable level. 
The present level is not reasonable and cannot 
be sustained indefinitely without disaster. 
Under our present system it is having the etiect 
of eroding our assets at home and also overseas 
where companies subject to United Kingdom 
tax suffer a damaging handicap; and so our 
vitality is being sapped. Unless we economise, 
so as to make room for real saving, we shall not 
have capital for investment, which means 
in its turn that we shall be unable to find the 
resources which are needed for Empire de- 
velopment overseas. This shortage of capital 
is a crucial matter arising from the fact that 
we are spending more than we can afford, or, 
in other words, consuming too much of our 
production as we go along. 

Much has been said-and written on the 
subject of convertibility. Although the extent 
of the reserves that would be needed to bring 
this about is an important consideration it is 
by no means the only one. It seems to me 
that the arguments have centred too exclusively 
on this point. We must not forget that what- 
ever figure our reserves might reach, or however 
large the credits that might be arranged, they 
will certainly prove inadequate unless the 
underlying policies are sound. Ifthe two areas 
follow mutually incompatible policies, based on 
faulty economics, no truly effective ‘‘ arrange- 
ment ” will ever be possible between them. 
On the other hand, if they were to be founded 
on mutual trust and a real understanding 
of the basic principles of trade, then I believe 
convertibility ’’ could not only be achieved, 
but achieved soon. 
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AND SHELL 


Another great company using Burroughs Microfilming is 
Shell-Mex & B.P. Ltd. In their London offices, this supremely 
fast and practical microfilming process is being used on corres- 
pondence, legal documents, financial statements, accounts and 
vouchers, and staff records. 

MICROFILM AND MONEY SAVED From its installation, Burroughs micro- 
filming starts saving a firm money —money invested in office- 
space, money paid out in costly staff-time, money spent in 
operating-costs. 

It effects an outright reduction of over 99°, in space allotted 
to the storage of documents. And it provides a complete 
system of record-control, by which any document can te 
referred to in 60 seconds. 

Actual, day-to-day running costs are extremely low—the 
choice of three film-patterns in recording, for example, mak- 
ing the system admirably flexible, and allowing the maximum 
economy in the use of film. If you wish, Burroughs offer a 
fast, efficient service for all processing. 

Consult Burroughs about microfilming equipment* now. 
Burroughs Adding Machine Limited, Avon House, 356-366 
Oxford Street, London, W.1. Sales and Service Offices in 
principal cities. 

* British made for Burroughs by G.-B. Equipments Ltd., to Bell & Howell 
esign. 
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BANK OF CEYLON 





Survey of Ceylon’s General Economic Position 





HE following is an extract from the 

statement by the Chairman, Sir Ernest 

De Silva, Kt., on the Report and Accounts 
for the year ended September 30, 1953: 

Last year has again demonstrated beyond 
doubt the country’s absolute dependence on 
her three main agricultural exports—tea, 
rubber and coconut—and on foreign sources 
for our requirements of food, clothing and 
materials for housing. Equally emphasised 
has been the need for a greater diversification 
of our economy. 

The Korean boom was largely responsible 
for our export prices rising earlier and faster 
than import prices with consequent inflationary 
monetary pressure on our economy. Ceylon 
in this period enjoyed unbounded prosperity 
with high prices ruling for almost all her 
exports and with the terms of trade in her 
favour. Even before the signing of the 
Korean truce and with the prospect of world 
peace this country faced increasingly unsettled 
trading conditions. Export prices fell earlier 
and faster than import prices and the terms of 
trade were definitely moving against us. 


Factors affecting Foreign Capital 


While foreign capital is likely to be of con- 
siderable help to our’ balance of payment 
position, it is doubtful whether there will be a 
substantial inflow in the next few years. It is 
not merely a question of conditioning our 
political and economic climate to foreign 
capital. The fundamental question from the 
point of view of the nationals arises. Is 
foreign capital to be allowed in for the country’s 
benefit or for its exploitation, and is it to be 
for the benefit of the people of this country or 
for the benefit of non-nationals ? It is not 
enough that the country’s economy gets the 
benefit of foreign capital. The benefit should 
accrue to the nationals as well. Otherwise any 
uncontrolled influx of foreign capital may 
mean a reversion to the old colonial policy of 
exploitation. What is required is a proper 
understanding of what type of foreign capital 
is beneficial to the people of this country and 
what is not. With this distinction in view 
the Government could with profit give every 
encouragement to the influx of foreign capital. 


Financial Position of the Bank 


The accounts indicate that the Bank’s gross 
profits during the period under review suffered 
a slight diminution from the peak profits 
earned in the boom year 1951-52. It will, 


however, be observed that the net profits are 
higher than last year’s. 


In keeping with the 
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general economic trend of this country the 
total balance sheet figures show an overall 
reduction of Rs. 69,000,000 from the figures 
of last year. Of this figure Rs. 53,000,000 are 
accounted for by the drop in the item Liabilities 
of Constituents for Credits, Guarantees, Accep- 
tances and other engagements. This decline 
is due to a large reduction in outstanding 
credits guaranteed on behalf of foreign banks, 
particularly in connection with the Ceylon- 
China trade, which is now on a Government- 
to-Government basis involving no engage- 
ments on the part of this Bank. This does not, 
however, mean that the volume of Commercial 
Credits opened during the course of the year 
declined; on the contrary, the turnover under 
this particular head has shown an improvement 
over the year 1951-52. The material short-fall 
is therefore about Rs. 16,000,000 on account 
of a decline of a similar amount in the volume 
of demand deposits on the liabilities side under 
the item ‘‘Current, Savings and Fixed Deposits, 
Contingency Fund, Provision for taxation and 
other accounts.’ This diminution in the 
volume of demand deposits is not peculiar to 
your Bank. As stated earlier the volume of 
demand deposits in the whole banking system 
has declined appreciably. You will be pleased 
to learn, however, that your Bank now controls 
31 per cent. of all demand deposits in com- 
mercial banks and approximately 38 per cent. 
of the total deposits of all commercial banks. 
These percentages show an improvement on 
the figures for the previous year. 

Cash assets show a fall of Rs. 15 million, but 
it may be stated that the Bank carries in its 
portfolio sufficient Government _ securities 
maturing very shortly, which, together with 
advances of a very liquid nature, ensure a 
highly satisfactory liquid position for the Bank. 


The Bank’s- Strength 


Your Bank has reached, after 15 years, the 
position of being the leading Bank in the 
Island, largely through a happy combination 
of circumstances. It was started just before 
the outbreak of World War II and it has 
grown in strength through the war and post- 
war boom years. Further, this Bank being 
the only indigenous commercial bank of any 
importance has had the wholehearted and 
undivided support of both the Government 
and the people of this country. This has 
enabled your directors to put away a major 
portion of the profits into inner reserves which 
are substantial, so that the Bank to-day is 
strong enough to face the future confident of 
its strength and ability to withstand even lean 
times. 

















CREDIT LYONNAIS 


(Lamited Liability Company Incorporated in France) 


LONDON 4) LOMBARD STREET, E.C.3 


WEST END BRANCH: 


25/27, CHARLES II STREET, HAYMARKET, S.W.I 

















Central Office: PARIS 





Private safes for rental at this office 


Travellers’ Cheques issued in French Francs payable at all branches of 
the Bank in France and the French Franc Area 


ALL BANKING TRANSACTIONS 


BRANCHES IN EGYPT AND THE SUDAN, NORTH AFRICA, SYRIA 
AND ON THE WEST AFRICAN COAST 


SUBSIDIARIES IN BRAZIL, LEBANON, PERU, PORTUGAL AND VENEZUELA 


Head Office: LYONS 
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CREDIT FONCIER 
d’ALGERIE et de TUNISIE 


A limited liability Company incorporated in 
FRANCE in 1880 







CAPITAL - - Francs 765.000.000 






Reg. Office: ALGIERS — Head Office: PARIS 


LONDON OFFICE : 
62 Bishopsgate, E.C.2 


Tel. : Foncaltun London ’Phone : LONDON 
WALL 3294 











The services of the London Branch are avail- 






able for all banking business n connection 
with NORTH AFRICA and the NEAR EAST, 
where the BANK is represented in 
MOROCCO, ALGERIA, TUNISIA, LIBYA, 
LEBANON, SYRIA, by an extensive branch 
system and in TURKEY by its affiliate: 


BANQUE DE SALONIQUE 
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SANWA BANK 





Authorized Foreign Exchange Bank 





Chairman of the Board 
& President: TADAO WATANABE 


Capital: 
Hea’ Office 


¥ 2,500,000,000 
; IMABASHI, OSAKA 


Tokyo Office MARUNOUCHI, TOKYO 


San Francisco 


Branch: 


wide 


A complete network of 188 nation- 


465 CALIFORNIA STREET, 
SAN FRANCISCO 


branches and worldwide 
correspondents 
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THE COMMERCIAL BANK OF SCOTLAND 





Recovery in World Trade 





Improving Financial Climate 





Lord Rotherwick’s Review 





HE annual general meeting of the share- 
holders of The Commercial Bank of Scot- 
land, Ltd., was held at Edinburgh on 
December 17, 1953, with the Deputy Governor, 
The Right Hon. Lord Rotherwick of Tylney, 


D.L., presiding in the absence. of the Earl of 


Mar and Kellie through illness. 

Lord Rotherwick said: 

Before commencing the business of the meet- 
ing it is fitting that I should make reference 
to the untimely death of The Right Honourable 
Lord Erskine, the eldest son of our Governor, 
and an Extraordinary Director of the Bank 
since 1948. Lord Erskine had a distinguished 
career in public service and, although hts 
association with us has been brief, he was 
deeply interested in our affairs. His death is 
regretted by us all. 

We also regret that the Governor of the 
Bank, The Earl of Mar and Kellie, is not able 
for reasons of health to preside today, and 
I am sure that you join with me in offering 
him our good wishes. In his absence I am 
pleased to accept the invitation to preside 
once again at this meeting, and to present to 
you a Report by the Directors on the financial 
year ended on October 31, 1953. 


Improving Economic Position 
Since we met here a year ago we have all 
witnessed the great occasions culminating in 
the Coronation of our Queen. The develop- 
ment of science made it possible for the first 
time for a vast number of her subjects to be 
aware of a personal link with the moving 


ceremonies of the Coronation and each felt 
privileged to be a member of the British 


Commonwealth of Nations on such an occasion. 
The Coronation year has demonstrated afresh 
the loyalty and strength of the Commonwealth 
and, happily, has coincided with a further 
improvement in the economic health of its 
communities. 


Solid Evidence of Recovery 


In this country we have shared in the 
recovery in world trade following the com- 
paratively minor recession experienced in 1952. 
It is encouraging to find solid evidence from 
many sources of this improvement and, par- 
ticularly, as demonstrated by the Index of 
Monthly Production, which is always a sound 
barometer of industrial and business activity. 


Since the standard of living of a highly indus- 
trialised country such as Britain depends so 
much on the volume of manufactured goods 
and on the flow of technical services it is 
proper to regard as important any upward or 
downward movement in statistical information 
covering this field. The past year, however, 
has merely shown a reversal of an earlier down- 
ward trend and, while we may expect 1953 to 
show an improvement against 1952, it is not 
likely to exceed materially the level attained 
in 1951. Moreover, it cannot yet be suggested 
that we are using our available resources with 
anything approaching maximum effect. There 
are signs, however, of a growing awareness in 
many groups of the community of our depen- 
dence on resolute and intelligent work to 
maintain economic standards. 


Continued Economic Progress 


Turning now to the financial background 
against which business operated during 1953, 
we observe signs which can be interpreted as 
measures of continued progress. During 1953 
inflation has been curbed; the cost of living 
has steadied; sterling has been strong with the 
further improvement in the balance of pay- 
ments, and money rates have been compara- 
tively high. It is interesting to look back to 
1951 and find an opposite trend in relation to 
every one of these important matters. Thanks 
to the resolute action of the Government, and 
to similar action by other countries, we have 
undoubtedly lived in an improving financial 
climate during these past two years. We have 
also had fairly conclusive evidence for the first 
time for many years that monetary action 
along orthodox lines still produces its tradi- 
tional influence. These broad conclusions can 
now be stated more positively than was pos- 
sible a year ago when the new monetary policy 
was still largely on the defensive. As 1953 
progressed it could be seen that the greater 
confidence in money values and in financial 
stability was creating the right kind of basis 
for an upsurge in trade and industry. The 
lowering of the Bank Rate in September from 
4 per cent. to 34 per cent. was regarded as an 
official expression of confidence in the much 
improved financial position, and it is hoped 
that the improvement will continue and will be 
followed by some relaxation by the Authorities 
towards the lending policy of the Banks. We 
may also look forward to the day when the 


XXXV 


Fl 





artificial control on borrowing and on the 
raising of fresh capital can be safely discarded. 


The Scottish Industrial , Pattern 


I am glad to say that Scotland has shared in 
the upward movement of business activity. 
While the pattern of industry in Scotland is 
moving slowly towards a better balance be- 
tween heavy and light and between old and 
new, its economy is still much overweighted 
in favour of the older and heavier industries. 
In some of these—shipbuilding and heavy 
engineering—there is already evidence of a 
thinning in the order books and competition 
from the Continent is steadily increasing. On 
the vital questions of price, terms of credit, 
and date of delivery, we appear to be not in- 
frequently at a disadvantage. While our 
products may still be unchallenged on quality, 
this is by no means always the determining 
factor. It is therefore all the more important 
that Scottish business should constantly strive 
for a better balance and particularly for a 
growing share of the newest industries based 
on the latest scientific inventions. 


Importance of U.S. Economic Stability 


This short review of economic and financial 
conditions which have prevailed during the 
past year must necessarily end on a note of 
caution. All the experts seem to be agreed 
that the immediate prospects for trade in 
Britain—particularly exports—depend largely 
on the level of business activity in the United 
States. Even a moderate recession in that 
country might have a relatively severe in- 
fluence on our export markets and we shall all 
examine with some concern the trade infor- 
mation flowing from the States in future 
months. 


The Balance Sheet 


[I should now like to refer to the Balance 
Sheet which I have pleasure in submitting for 
your consideration. 1 do not propose to refer 
to each item, but I shall comment on those 
which demonstrate the trend of our operations 
during the past year. 

The Deposits at almost £125 million are up 
on the year by some £3? million. This is con- 
sistent with the general banking trend. The 
Notes in Circulation continue to rise somewhat 
rapidly, and at £16} million have increased by 
fully 41? million, or 12.7 per cent., during the 
year. This is evidence of the continuous 
growth in the circulation of cash through the 
whole community, especially in the wage- and 
salary-earning groups. 


Employment of Resources 


Looking next at the employment of our 
resources you will observe that the first group 
of items on the Assets side covering our cash 
and short money and Treasury Bills has been 
well maintained around £58 million. This 
represents fully 41 per cent. of our liabilities 


for Deposits and Notes and thus maintains 
a strong liquid position. 


Strong Investment Position 


Our Investments have been increased during 
the year by £45 million and now stand in the 
Balance Sheet at £544 million. As a result of 
the improvement during the year in the prices 
of Government Securities, the market value 
of our Investments now exceeds the value at 
which they appear in the Balance Sheet. 


Increase in Loans and Advances 


Loans and Advances have also increased by 
#1 million to £33 million. While the upward 
movement is not material, it does indicate a 
growing need on the part of our customers for 
finance to cover increased trade and the 
replenishment of stocks. Moreover, the policy 
of the Government to withdraw from com- 
modity trading is gradually increasing the 
volume of imports to be financed privately. 


Burden of Rising Costs 


The Profit from the year’s operations shows 
a moderate improvement at £394,000, but is 
still below the average of the post-war years. 
Unfortunately, there has not been any appreci- 
able slackening in the rate at which costs— 
particularly salaries—continue to rise. These 
are now absorbing the major portion of our 
gross earnings and it is becoming clear that 
any additional burden cannot be met out of 
present earnings without jeopardising the 
essential accumulation of internal provisions 
against the financial hazards which Banks have 
to be prepared to face. ‘The system of charges 
which the Scottish Banks introduced in Sep- 
tember, 1952, has improved the revenue 
position, but as I stated a year ago, the 
additional income by no means covers the rise 
in costs of recent years. In our case the 
benefit from the new system since September 1, 
1952, is less than the rise in costs since that 
date. 


Officers’ Pension Fund 


Out of the net profits the Directors have 
again allocated £75,000 to Contingency Fund 
and £100,000 to the Officers’ Pension Fund. 
The latter Fund is separately administered by 
Trustees and, while now substantial, is not, 
from an actuarial viewpoint, sufficient to meet 
the Bank’s obligations under the scheme. The 
Fund has been built up over the years entirely 
by contributions from the Bank, and we know 
that the staff appreciate the benefits and 
security which it offers. 

For some years the Directors hoped that it 
would be possible to recommend a _ small 
increase in the dividend to ‘‘A’’ Shareholders, 
but for various reasons it has not been appro- 
priate to do so until now. I am therefore 
glad to submit the proposal that a further 
distribution of 84 per cent. on the ‘‘A’’ Shares 


XXXVI 


ce 








eS a” ae ae a a a a th a Le 


owt (UA ee 


a 








Oe Ss 








(making 16 per cent. for the year) and 5 per 
cent. on the ‘‘ B”’ Shares (making Io per cent. 
for the year), both subject to Income Tax, be 
approved. 


Sir John Maxwell Erskine, C.B.E., D.L. 


It would not be appropriate were I to con- 
clude my remarks without referring to the 
valuable services rendered by all members of 
the staff, the result of whose etforts are re- 
fiected in the Report which I have presented 
to you today and, on behalf of Shareholders 
and customers alike, | offer them our sincere 
thanks. There is another matter, however, of 
which I would like to make special mention. 
Since 1932, Sir John Erskine has guided the 
atfairs of the Bank with sure and expert know- 
ledge and, in addition to that important task, 
he has made his knowledge and experience 
freely available in many directions for the 
benefit of the community. As you heard a 
year ago, Sir John has decided to retire from 
the management at the end of this month 
and, while I am glad to say that he will continue 
with us as a member of the Board, I am sure 
you would wish me to give him a special word 
of thanks for all he has done for the Bank 
during his long term of office. We shall miss 
him from his accustomed place from day to 
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day, but we wish him every happiness in the 
leisure which he is about to enjoy. 


Re-election of Directors 


It is proposed that the Earl of Mar and 
Kellie be re-elected Governor, that I be re- 
elected Deputy Governor, and that the Extra- 
ordinary Directors, whose names appear on 
the list, be re-elected. 

Mr. Douglas Mure Wood, the Ordinary 
Director who by rotation retires at this time, 
was 71 years of age in January of this year. 
Special Notice of the intention to propose his 
re-election has been received by the Bank 
and a Resolution to that effect will be put to 
vou. 


Mr. Maurice Crichton, C.A., Glasgow, and 
Mr. Ronald J. Henderson, C.A., Edinburgh, 


will, under the provisions of the Companies 
Act, 1948, continue in office, and a Resolution 
fixing their remuneration will be proposed. 

[ now move that the Report and Accounts 
be adopted, and I shall call upon Mr. Robert 
Y. Weir to second the motion. After that has 
been done, and before I put the motion to the 
meeting, any Shareholder who desires to make 
any observations will have an opportunity of 
doing so. 

The Report and Accounts were adopted 
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ITS ASSOCIATED BANKS OFFERS BANKING FACILITIES THROUGHOUT 
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THE ENGLISH, SCOTTISH & AUSTRALIAN 





BANK LTD. 





The Hon. David F. 


Brand’s Statement 





HE sixty-first annual general meeting of 

The English, Scottish and Australian 

Bank Ltd. was held on Dec. 9, in London, 
the Hon. David F. Brand, the chairman, 
presiding. 

The following is an extract from his state- 
ment circulated with the report and accounts 
for the year to June 30, 1953: 

At the time my report was issued last year, 
\ustralia had started to recover from the 
temporary financial and economic difficulties 
which she had met mainly on account of her 
spending having risen to a level higher than 
her income and_ resources justified. The 
Commonwealth’s international trading results, 
having deteriorated from a handsome export 
surplus to a substantial deficiency, were 
improving as the value and volume of imports 
fell, partly because of Government-imposed 
import restrictions, and partly as a natural 
reaction of satiated markets. This process of 
recovery continued through the year, thanks 
to good prices for exports and to favourable 
weather conditions for agricultural and pastoral 
products. 

The Bank’s Accounts 

The share capital and reserves have in- 
creased over the vear by /1 million as the 
result of your Board's decision to transfer that 
sum to general reserve from contingencies 
reserve. This operation brings the general 
reserve to a figure equivalent to the paid-up 
capital and restores the position which existed 
prior to 1931, when it became necessary to 
deplete the reserve in order to meet the loss 
incurred when the Australian ¢ was devalued by 
20 per cent. The total of capital and reserves, 
now disclosed, is, in your Board’s opinion, in 
more appropriate relation to the size of, other 
items in the balance-sheet. 

Deposits, current accounts, &c., increased 
over the year by nearly £4,600,000 to a total 
of {104,810,000, reversing the evidence of 
contraction shown in last year’s figures. 

On the assets side, cash, bank balances and 
money at call, show a small decrease of 
£251,000, while cheques in course of collection 
and Australian: Government Treasury bills to- 
gether are higher by 46,856,000, at £15,109,000. 
The special account with the Commonwealth 
Bank of Australia has increased slightly to 
{21,054,000 and bills receivable are higher by 
£1,407,000 at 6,819,000. Advances have fallen 


by nearly {14 million, demonstrating the return 
normal 


to conditions of demand for credit. 


xXXKIX 


Legislation was enacted during the year to 
amend the laws which give authority to the 
Central Bank in Australia to regulate and 
control the operations of the commercial banks. 

The amending legislation sets limits to the 
extent to which the Central Bank may restrict 
bank credit by calling for lodgment of funds 
by the commercial banks. The law as amended 
would seem to provide the authorities with 
more than adequate power to control the 
volume of bank credit in Australia, as well as 
the cost of it in the form of interest. 


Allocation of Profit 

The gross profit for the year was £253,000 
higher than Jast year and expenses of manage- 
ment required an additional £247,000. After 
charging directors’ and audit fees and taxation, 
the net profit was £253,873 or £16,353 better 
than the previous year. <A similar appropria- 
tion as last year, £45,000, has been made to the 
Otficers’ Provident Fund. If the directors’ 
recommendation is approved, the cost of 
dividends for the year will be £204,375, which 
includes the special centenary interim dividend 
of £39,375. After these appropriations, there 
will be a balance of profit of £4,498 which, with 
the amount brought forward, will make the 
total of the profit and loss account £372,449. 

This satisfactory result of the year’s trading 
has been brought about by the enterprising 
and diligent administration of our executive 
and the wholehearted efforts of the staff, whom 
they lead. I may say that I had the pleasure 
of visiting Australia earlier in the year and 
spending some two months there. I am glad 
to be able to report at first hand of the excel- 
lent spirit of endeavour_which was noticeable 
at all levels. 

During the past several months, your Board 
has had under consideration the development 
of a department of the bank to supply hire- 
purchase finance to assist the people of 
Australia in acquiring the necessities of the 
home and of their every-day life. There has 
been more demand for this type of finance than 
existing sources have been able to provide. 
It was felt that under current conditions in 
Australia, with its rapidly expanding economy, 
development in this sphere was a_ proper 
function for your bank. All customers of the 
bank can rest assured that this development 
will in no wise affect the bank's readiness and 
ability to provide normal banking facilities 
for them. 

The report was adopted. 





INVESTORS’ 
CHRONICLE 


1860-1954 


Throughout 2 crowded and eventful period of 94 
years, the INVESTORS’ CHRONICLE has given 


expert advice to successive generations of investors. 


The many financial and economic changes since 1860 
have made the task of interpreting the investment 
scene more difficult—and more necessary than ever. 
As investment affairs have become more complex the 


organisation of the INVESTORS’ CHRONICLE has 


been continuously adapted. 


Today it is better equipped than ever for giving 


service to the investor. 


EDITED BY HAROLD WINCOTT 


Price 1/- weekly from all newsagents, or direct from the publisher at 


72, Coleman Street, E.C.2 
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THE NATIONAL BANK OF SCOTLAND 
LIMITED 





Record Advances and Profits 





Lord Rowallan’s Review of Industry 





HE 128th annual general meeting of the 
Proprietors of The National Bank of 
Scotland Limited was held in the Bank's 


Head Office on December 17, the Right 
Honourable Lord Rowallan, K.B.E., M.C., 


T.D., D.L., the Governor of the Bank, pre- 
siding. 

The Governor, in the course of his speech, 
said: 
Balance Sheet 


In its main essentials the 


shows no great change from the figures of 


twelve months before. It is true Deposits at 
{96,000,000 are {1,000,000 less, but that repre- 
sents no more than a day-to-day fluctuation. 
Note Circulation, in common with all Note 
Circulations, continues to increase, and the 
amount outstanding is now over {11,000,000 
and nearly £700,000 higher than in 1952. Our 
cash resources remain substantial, amounting 
to nearly £36,000,000, giving a ratio of 33 per 
cent. against Liabilities to the Public in the 
form of Deposits and Note Circulation. 
\dvances and _ Bills Discounted together 
amount to £30,500,000, the highest figures yet 
recorded. 


investments 


Investments in British Government Securi- 
ties stand at £44,500,000, and I invite your 
attention to the statement in the Report that 
the value of these Investments at prices ruling 
at October 31, 1953, exceeds the figures stated 
in the Balance Sheet. I might add that all 
these Investments have fixed maturity dates 
and that more than half mature within a 
period of ten years. 

One item upon which there is a considerable 
reduction is that of Acceptances, Endorse- 
ments, Guarantees and other Obligations 
undertaken on behalf of customers, which can 
in part be explained by the fact that certain 
commodities in international markets are no 
longer being financed through London but 
are now subject to direct barter arrangements 
as between the overseas countries concerned 
and the Continent. The remuneration obtained 
for the services previously provided was part 
of our invisible exports. Even so, with obliga- 
tions of nearly £5,500,000 current, it is evident 
enough that the Bank continues to play a 
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substantial part in the finance of international 
trade. 


Reasons for Improvement 


It will not have escaped your notice that the 
Profits at £306,000, which is a record, while 
f19,000 higher than those of 1952, are only 
£5,000 higher than the Profits of 1950. The 
improvement over the past twelve months can 
in great measure be attributed to lower taxa- 
tion, because, apart from the reduction in the 
rate of Income Tax, material benefit has been 
received through the relief on the substantial 
part of the Profits that has not been distributed. 
On the other hand, because of the lower rate 
of tax, the provision for Dividends requires 
nearly £5,000 more, and to that extent offsets 
the apparent increase in profits. 

Lest any hasty conclusion should be drawn 
that the improved earnings are to be accounted 
for by the new Service Charges introduced, let 
me say that these new Service Charges have 
done little more than help us to keep abreast 
of increased working costs. 

The allocations out of profits are: £100,000 
to Revenue Reserve Fund, £40,000 to Heritable 
Property Account, and £75,000 to the Trustees 
for the Officers’ Pension Fund, leaving £122,300 
to be carried forward to the next Accounts, as 
against £138,700 brought in. 


Capitalisation of Reserves 


You will see that it is intended to capitalise 
£150,000 of the Revenue Reserve Fund to 
increase the amount paid up on the £5,000,000 
Consolidated Capital Stock from {1,100,000 to 
£1,250,000. One of the reasons for making 
that change is that the Consolidated Capital 
Stock is presently transferable in units of £500, 
of which {110 is paid up, a somewhat cumber- 
some and awkward fraction, and the change 
proposed will admit of future dealings taking 
place in units of {t with 5s. paid up. The 
change when it does take place will not have 
effect until after payment of the second instal- 
ment of the Dividend which will be distributed 
on July 15 next. It is proposed at the same 
time to take the opportunity of bringing the 
Bank’s Regulations up to date. 





Trade and Industry 


In the main, the pattern of Scottish industry 
has followed very much.that of recent years. 
\griculture and fishing have had reasonable 
rewards from the harvests from land and sea, 
but while agriculture has so far obtained a 
return on a sufficient scale to provide for 
adequate mechanisation, it cannot be said that 
the return trom the trawling side of the fishing 
industry gives much encouragement to embark 
upon the substantial capital outlays that would 
be involved in the building of new vessels, and 
unfortunately much too large a proportion of 
the trawling fleet 1s quite out of date. Our 
main textile industries, both wool and jute, 
after somewhat unsettled conditions earlier in 
the vear, have staged a satisfactory recovery 
and are well placed with production and orders, 
but the linen industrv remains somewhat in the 
doldrums. 


One exceedingly bright teature has been the 
Hawick knitwear trade which continues to 
make a handsome contribution to our exports. 
In iron and steel there is full activity, but in 
shipbuilding and engineering there has been 
creeping in a note of hesitation, partly through 
the cancellation of some contracts and partly 
through a reduction in the flow of new orders. 
One may take leave to doubt whether we have 
made as much of our shipbuilding and engi- 
neering opportunities as we should, because 
there are reports from both industries of pro- 
duction having been hampered through lack of 
adequate supplies of steel, and it could be 
suggested that steel might have been more 
advantageously used by them for our general 
export position than by others to whom steel 
was diverted. 


Scottish Industries Exhibition 


In the autumn of 1954 there will be held in 
(;slasgow an Exhibition of Scottish industries, 
promoted by the Scottish Council (Develop- 
ment and Industry), which will show to the 
world at large what Scottish industry can 
produce. Too much emphasis is sometimes 
placed upon the heavy industries of Scotland, 
but the Exhibition will demonstrate that 
Scottish industry has many other facets and 
that Scottish goods of various kinds are of a 
quality capable of making their way in the 
export markets. 

A similar successful Exhibition was held in 
1949 and it 1s confidently expected that this 
new Exhibition will command as_ much 
success. Every credit should be given to the 
Scottish Council (Development and Industry) 
for the constant, and one may add the very 
successful, efforts they are making to promote 
the welfare of Scotland. 


Working Costs 


It will, however, not be enough merely to 
display Scottish products and imagine that 
orders will flow in automatically. It is now 
very evident that buyers, aiter weighing up 
all the merits of quality goods, are more and 


more concerning themselves as to the price. 
The happy days when costs could be added 
without care are over, and our manufacturers 
and their employees, too, will have to under- 
stand that if they are to retain, let alone 
increase, their markets overseas every possible 
measure will have to be taken to reduce 
working costs. 


In that connection it is not inappropriate to 
refer to the substantial orders for Indian loco- 
motives which were lost to Germany and other 
continental countries, and the lesson as I see 
it is that what is required here 1s greater 
efhciency both trom men and machines to 
increase production per unit 


* National Finance 


[n the general financial sphere, we as Bankers 
have more than a passing interest, but more 
than Bankers should be pleased at the improve- 
ment that has taken place in the national 
finances and in the greater feeling of confidence 
engendered...’ No longer are we living under 
the strain of attempting to make insufficient 
exports meet the cost of excessive imports, for 
our national finances have been brought into a 
better state of balance, visible evidence of 
which is provided by the steady if somewhat 
unspectacular increase in our own and in the 
sterling area’s reserves of foreign exchange. 


These reserves have increased by as much 
as {300,000,000 between the low point of 1952 
and the end of October this year, but it would 
be a mistake to adopt any attitude of com- 
placency because our position in general is still 
too delicately poised. We must still continue 
to make the utmost effort to expand our) 
exports, and the words used by the Chancellor 
of the Exchequer at a recent Meeting of the 
National Production Advisory Council of 
Industry can well be repeated: ‘“‘ To get the 
increase 1n exports we must more than match 
the growing efficiency, productivity, and com- 
petitive power of other industrial nations.’ 


Taxation 


Frequent references have been made from 4 
this Chair as to the urgent need for lower 
taxation, and it is worth placing on record that) 
the 1953 Budget was the first for many years 
when no new tax was introduced and no} 
addition was made to existing taxes. It is to 
be hoped that this is a real turn in the tide 
and that each year henceforward there will be 
steady remissions in taxation, for only in that 
way will industry be able to conserve a suffi-} 
cient proportion of its earnings for future 
developments. 


Unless these developments can be made om 
an adequate scale and in the immediate and 


not the distant future, the national income 
which we presently enjoy will wither and as ¢ 
nation we shall be overhauled and displaced 
by others who are not so heavily mulcteds 
The problem is one that touches the lives off 
every individual in these Isles. 


The report and accounts were adopted. 
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